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No dealer, broker, salesperson or other person has been authorized by the Issuer, the Academy, or the Placement
Agent to give any information or to make any representation with respect to the Bonds other than those contained in this
Limited Offering Memorandum, and, if given or made, such other information or representations must not be relied upon
as having been authorized by any of the foregoing. This Limited Offering Memorandum does not constitute an offer to
sell or the solicitation of an offer to buy and, there shall not be any sale of the Bonds by any person in any jurisdiction in
which it is unlawful for such person to make such offer, solicitation or sale.

The descriptions of the documents in the Limited Offering Memorandum are summaries thereof and reference is
made to the actual documents for a complete understanding of the contents of such documents.

The Trustee assumes no responsibilities for this Limited Offering Memorandum and has not reviewed or
undertaken to verify any information contained herein.

IN MAKING ANY INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. THE
BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, NOR HAS
THE INDENTURE BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, AS AMENDED, IN
RELIANCE UPON EXEMPTIONS CONTAINED IN SUCH ACTS. THE REGISTRATION OR QUALIFICATION OF
THE BONDS IN ACCORDANCE WITH APPLICABLE PROVISIONS OF SECURITIES LAWS OF THE STATES IN
WHICH THE BONDS HAVE BEEN REGISTERED OR QUALIFIED AND THE EXEMPTION FROM
REGISTRATION OR QUALIFICATION IN OTHER STATES CANNOT BE REGARDED AS A
RECOMMENDATION THEREOF. NEITHER THESE STATES NOR ANY OF THEIR AGENCIES HAVE PASSED
UPON THE MERITS OF THE BONDS OR THE ACCURACY OR COMPLETENESS OF THIS LIMITED OFFERING
MEMORANDUM. ANY REPRESENTATION TO THE CONTRARY MAY BE A CRIMINAL OFFENSE.

THE INFORMATION SET FORTH HEREIN HAS BEEN OBTAINED FROM THE ISSUER (WITH
RESPECT TO THE INFORMATION UNDER THE CAPTION “THE ISSUER” ONLY), THE ACADEMY, DTC AND
OTHER SOURCES THAT ARE BELIEVED TO BE RELIABLE, BUT IT IS NOT GUARANTEED AS TO
ACCURACY AND COMPLETENESS, AND IS NOT TO BE CONSTRUED AS A REPRESENTATION BY THE
PLACEMENT AGENT. THE INFORMATION AND EXPRESSIONS OF OPINION HEREIN ARE SUBJECT TO
CHANGE WITHOUT NOTICE AND NEITHER THE DELIVERY OF THIS LIMITED OFFERING MEMORANDUM
NOR ANY SALE MADE HEREUNDER SHALL, UNDER ANY CIRCUMSTANCES, CREATE THE IMPLICATION
THAT THERE HAS BEEN NO CHANGE IN ANY OF THE INFORMATION SET FORTH HEREIN SINCE THE
DATE HEREOF.

This Limited Offering Memorandum contains forward-looking statements, which can be identified by the
use of the future tense or other forward-looking terms such as “may,” “intend,” “will,” “expect,” “anticipate,”
“plan,” “management believes,” “estimate,” “continue,” “should,” “strategy,” or “position” or the negatives of
those terms or other variations of them or by comparable terminology. In particular, any statements, express or
implied, concerning future receipts of federal grants or the ability to generate cash flow to service indebtedness are
forward-looking statements. Investors are cautioned that reliance on any of those forward-looking statements
involves risks and uncertainties and that, although the Academy’s management believes that the assumptions on
which those forward-looking statements are based are reasonable, any of those assumptions could prove to be
inaccurate. As a result, the forward-looking statements based on those assumptions also could be incorrect, and
actual results may differ materially from any results indicated or suggested by those assumptions. In light of these
and other uncertainties, the inclusion of a forward-looking statement in this Limited Offering Memorandum
should not be regarded as a representation by the Academy that its plans and objectives will be achieved. All
forward-looking statements are expressly qualified by the cautionary statements contained in this paragraph. The
Academy undertakes no duty to update any forward-looking statements.
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LIMITED OFFERING MEMORANDUM

$3,200,000
MICHIGAN PUBLIC EDUCATIONAL
FACILITIES AUTHORITY
LIMITED OBLIGATION REVENUE REFUNDING BONDS
(CRESCENT ACADEMY PROJECT), SERIES 2008

INTRODUCTION

This Limited Offering Memorandum (including the cover page and Appendices) is provided to furnish
information in connection with the issuance and sale by the Michigan Public Educational Facilities Authority (the
“Issuer”) of its Limited Obligation Revenue Refunding Bonds (Crescent Academy Project), Series 2008 in the
aggregate principal amount of $3,200,000 (the “Bonds”). The Bonds will be limited obligations of the Issuer as
described under the caption “Sources of Payment and Security for the Bonds” herein.

The Bonds will be issued under a Trust Indenture, dated as of July 1, 2008 (the “Indenture”), between the
Issuer and U.S. Bank National Association, as Trustee (the “Trustee”). The proceeds of the Bonds will be used to
purchase the School Building and Site Refunding Bond, Series 2008, dated as of July 31, 2008 (the “Municipal
Obligation”) issued by Crescent Academy (the “Academy”) pursuant to Act No. 451, Public Acts of Michigan,
1976, as amended. Proceeds from the sale of the Bonds and the Municipal Obligation will be used to (i) provide
funds to refinance a portion of the Prior Project that includes only the acquisition and equipping of certain real
property and improvements thereon located at 17570 West 12 Mile Road, Southfield, Michigan 48076; and (ii)
provide funds to pay certain costs relating to the issuance of the Bonds (the "Project"). The Project does not include
the refinancing of certain equipment leases previously refinanced with proceeds from the Prior Obligations (as
herein defined) and included in the Prior Project. Accordingly, the restructuring of the Prior Project will be
accomplished by refunding a portion of the Full Term Certificates of Participation (Crescent Academy Project),
Series 2006 (the "Prior Obligations"), issued and currently outstanding in the aggregate principal amount of
$7,090,000 and forgiveness of the remaining debt obligation related to the Prior Obligations by the Institutional
Investors (as defined on the cover page) pursuant to a Settlement, Tender and Release Agreement among the
Academy, the Prior Trustee (as defined below) and the Institutional Investors, dated July 25, 2008, as amended. See
"Use of Proceeds", "The Plan of Refunding and Settlement Agreement" and "Appendix E — Copy of Settlement,
Tender and Release Agreement" for further discussion.

Principal of, interest and premium, if any, on the Bonds and any Additional Bonds as defined herein are
payable solely from funds pledged under the Indenture, including the Academy’s payments (the “Academy
Payments”) due under both the Municipal Obligation and the Financing Agreement dated as of July 1, 2008 between
the Issuer and the Academy (the "Financing Agreement").

In order to ensure that the Academy will meet its obligations to make the Academy Payments, the
Academy has assigned a portion (not exceeding twenty percent (20%)) of the State School Aid to be received by the
Academy from the State of Michigan (the “Direct Payments™) and other funds pledged by the Academy under the
Indenture. Pursuant to the State Aid Agreement (the “State Aid Agreement”) dated as of July 1, 2008, by and
among the Academy, the Trustee, the Issuer, the Bay Mills Community College Board of Regents (“BMCC” or the
“Authorizing Body”), as authorizing body and fiscal agent for the Academy, and the State Treasurer, the Direct
Payments are to be paid to the Trustee and used to pay debt service on the Bonds. The Bonds will be further secured
by a mortgage (the “Mortgage”) granting the Trustee a first mortgage lien, subject to permitted encumbrances, on
the school facility and real estate comprising the Facility (as defined below).

THE BONDS AND ANY ADDITIONAL BONDS ARE PAYABLE SOLELY FROM THE ACADEMY
PAYMENTS AND OTHER FUNDS PLEDGED THEREFOR PURSUANT TO THE INDENTURE. NO MORE
THAN TWENTY (20%) PERCENT OF THE STATE SCHOOL AID RECEIVED BY THE ACADEMY IN EACH
FISCAL YEAR MAY BE LEGALLY AVAILABLE TO PAY THE ACADEMY PAYMENTS. ALL STATE
SCHOOL AID RECEIVED BY THE ACADEMY IS SUBJECT TO ANNUAL APPROPRIATION BY THE
STATE LEGISLATURE AND THE LEGISLATURE IS NOT REQUIRED TO APPROPRIATE MONIES FOR
SUCH PURPOSE. THE BONDS DO NOT CONSTITUTE AN OBLIGATION, EITHER GENERAL, SPECIAL,



OR MORAL, OF THE STATE, THE ISSUER, BAY MILLS COMMUNITY COLLEGE BOARD OF REGENTS
(THE AUTHORIZING BODY OF THE ACADEMY), OR ANY OTHER POLITICAL SUBDIVISION OF THE
STATE, AND NEITHER THE FULL FAITH AND CREDIT NOR ANY TAXING POWERS OF THE STATE,
BAY MILLS COMMUNITY COLLEGE OR ANY OTHER POLITICAL SUBDIVISION OF THE STATE ARE
PLEDGED TO THE PAYMENT OF PRINCIPAL AND INTEREST WITH RESPECT TO THE BONDS. THE
ISSUER HAS NO TAXING POWER. SEE “Sources of Payment and Security for the Bonds” AND “Risk Factors.”

THE PROJECT

The “Project” consists of (i) refinancing the acquisition of approximately 1.35 acres of land and an
approximately 31,000 square foot, two story school building to be used as a public school academy located at 17570
West Twelve Mile Road, Southfield, Michigan 48076, including existing fixtures and improvements (the “Facility”)
and (ii) providing funds to pay certain costs of issuing the Bonds. The Facility contains seventeen (17) classrooms,
a music room, a computer lab, nine (9) office/meeting rooms, a gymnasium/cafeteria/multipurpose room, a library,
kitchen, restroom facilities and ancillary areas. The construction of the building is brick on the original structure
and block on a recent addition. Parking is located in front of the Facility. The Facility can comfortably
accommodate 330 students and, if necessary, could accommodate up to 346 students.

For further information on the Project, see “APPENDIX A — CRESCENT ACADEMY — The Academy's
Facility.”

USE OF PROCEEDS

The proceeds from the Bonds and the purchase and sale of the Municipal Obligation will be used (1) to
refund a portion of the Prior Obligations issued pursuant to a Declaration of Trust, dated as of December 1, 2006
(the "Prior Indenture") by U.S. Bank National Association (the "Prior Trustee") and joined in by the Academy and
Dr. Charles Drew Academy, a public school operating under the laws of the State of Michigan ("Drew Academy")
and (2) to pay the costs of issuing the Bonds. The Prior Obligations are currently outstanding in the aggregate
principal amount of $7,090,000. Proceeds of the Bonds in an amount not less than $2,900,000 will be used for the
purpose of partially refunding the Prior Obligations. The Institutional Investors have each agreed to tender their
proportionate share of the Prior Obligations on the date of issuance of the Bonds for less than their full face value
under a Settlement, Tender and Release Agreement dated July 25, 2008, as amended (as amended, the "Settlement
Agreement") among the Institutional Investors, the Academy and the Prior Trustee. See "The Plan of Refunding and
Settlement Agreement" below and "Appendix E — Copy of Settlement, Tender and Release Agreement" for details
concerning the Settlement Agreement. The Prior Obligations will no longer remain outstanding upon issuance of
the Bonds.

THE PLAN OF REFUNDING AND SETTLEMENT AGREEMENT
Plan of Refunding

The Prior Obligations were issued on December 15, 2006 to finance the Prior Project. The Academy issued
$7,090,000 in aggregate principal amount of Full Term Certificates of Participation (Crescent Academy Project)
Series 2006. The proceeds were allocated as follows:

$5,000,000.00 purchase price of the Facility paid to SAAS Development LLC, an entity, certain
members of which have a controlling interest in Helicon Associates, Inc., the
Academy's former management company and its management company on the date
of issuance of the Prior Obligations.

780,000.00  refinancing of certain equipment leases between the Academy and certain multiple
parties, including Helicon Associates, Inc.

222,967.87" accrued and capitalized interest on the Prior Obligations.

Includes accrued interest of $21,516.18



522,512.50  Reserve Account for the Prior Obligations.
15,000.00  Repair and Replacement Account for the benefit of the Academy.

571,035.81  certain costs of issuing the Prior Obligations, including underwriter's discount and a
rounding factor.
$7,111,516,18'

The Academy's Authorizing Body became aware of the Transaction (as defined below) subsequent to the
issuance of the Prior Obligations and deemed that certain irregularities in the Transaction were violations of the
Charter (as defined below under "The Academy") as more fully described below. The Academy proposed a Plan of
Correction to the Authorizing Body (the "Correction Plan") in an effort to prevent termination of its Charter.

In support of the Academy's Correction Plan, the Academy received a forensic appraisal of the Facility
dated March 14, 2008 which estimated the market value of the Facility to be $3,200,000 as of December 20, 2006.
The Academy has determined and the Institutional Investors have agreed in the Settlement Agreement that the
Bonds shall be issued in the aggregate principal amount of $3,200,000 to refund only that portion of the Prior
Obligation relating to the Facility. The Institutional Investors have further agreed to tender all of the Prior
Obligations and to seek recovery for their losses from other sources as described below. (Also see "Risk Factors"
herein.)

The Settlement, Tender and Release Agreement

On April 17, 2007, the Academy's Authorizing Body issued a Notice of Intent to Revoke (the "Notice of
Intent"), which alleged various irregularities with the transaction pertaining to and including the issuance of the
Prior Obligations (the "Transaction") and required that the Academy unwind the Transaction or risk termination of
its Charter. In the Notice of Intent, the Authorizing Body alleged, among other things, (1) completion of the
Transaction without obtaining approval from the Authorizing Body as required by the Charter, (2) breach of
fiduciary duties by former Academy board members, (3) improper delegation of authority, (4) violation of
applicable law regarding conflicts of interest with public servants and public entities, and (5) violations of the
Michigan Uniform Budget and Accounting Act.

In response to the Notice of Intent, the Academy's board of directors resigned and the Correction Plan,
dated as of August 8, 2007 was approved by a new board of directors of the Academy on August 16, 2007. In the
Correction Plan, the new board of directors of the Academy acknowledged the allegations in the Notice of Intent and
approved certain corrective actions to address the allegations including the unwinding of the Transaction. Other
corrective actions approved in the Correction Plan and subsequently implemented, include, among other things (1)
the hiring of new legal counsel, (2) termination of the contract with Helicon Associates, Inc., its then current
management company, and hiring CS Partners, LLC and CSP Management, Inc. (collectively "CS Partners”) as its
new management company, and (3) cooperating with a forensic auditor engaged by the Authorizing Body.

The Academy, the Prior Trustee and the Institutional Investors holding not less than 85% of the outstanding
Prior Obligations initially executed an Unwind Plan and Limited Standstill Agreement, dated February 28, 2008, as
subsequently amended (the "Unwind Agreement"), which provided certain temporary accommodations by the Prior
Trustee and Institutional Investors to the Academy in order to permit the Academy to continue to operate the school
and to mitigate any damages to the Academy while a plan to unwind the Transaction could be formulated and
implemented as required by the Correction Plan. The Unwind Agreement deferred the payment of certain debt
service payments required by the documents relating to the Transaction and provided that the Institutional Investors
would not declare a default or an event of default. See "Appendix A — Crescent Academy-Debt History."

"Includes accrued interest of $21,516.18



At the request of the Academy, the Institutional Investors, in a effort to mitigate damages suffered by them
as a result of the Authorizing Body's requirement that the Academy unwind the Transaction in order to preserve the
Academy's Charter, executed the Settlement Agreement which provides, among other things, (i) for a refinancing by
the Academy of a portion of the Prior Obligations with refunding bonds (the "Partial Refunding"), (ii) that any
principal amount of the Prior Obligations which remains outstanding after issuance of the Bonds and application of
the proceeds as provided in the Indenture and in the Settlement Agreement, any interest on such Prior Obligations,
and any other amounts due and payable under any documents relating to the Transaction which remain outstanding
after consummation of the Partial Refunding (the "Remaining Certificate Claim") shall be payable solely from the
amounts the Institutional Investors recover or have recovered from their claims against third parties related to the
Transaction and/or their purchase of the Prior Obligations (the "Third-Party Recoveries"), (iii) that the Academy's
payment obligations under the Prior Obligations and the Transaction to the Institutional Investors shall be deemed
extinguished, and (iv) that the Prior Obligations shall be cancelled and any documents relating to Transaction shall
cease, terminate and become void.

The Settlement Agreement provides that once the Bonds are sold and the proceeds are deposited in the
various accounts as described in the Settlement Agreement and the Indenture, the Academy's obligations to the
Institutional Investors with respect to the Prior Obligations shall be deemed extinguished and the Prior Obligations
shall be cancelled and the Prior Indenture and all other financing documents and agreements related thereto shall
cease, terminate and become void.

In the Settlement Agreement, the Institutional Investors agreed that the Remaining Certificate Claim shall
not constitute an obligation, either general, special or moral, of, the Academy, Drew Academy, the State of
Michigan, the Issuer, the Central Michigan University Board of Trustees (the authorizing body for Drew Academy)
or the Authorizing Body and further acknowledged that upon completion of the Partial Refunding as provided in the
Settlement Agreement, neither, the Academy, Drew Academy, the State of Michigan, the Issuer, the Central
Michigan University Board of Trustees, nor the Authorizing Body shall have any liability whatsoever arising in any
manner from or relating to the Prior Obligations or the Transaction, except for the obligations of the Academy under
the Settlement Agreement. See "Appendix E — Copy of Settlement, Tender and Release Agreement” for further
details concerning the Settlement Agreement.

The Settlement Agreement further provides for mutual releases among the Academy, the Prior Trustee and
the Institutional Investors of claims, causes of action, rights, remedies, damages, liabilities, and expenses relating to
the Prior Obligations and the Transaction subject to differing reservation of rights against third parties. See
"Appendix E — Copy of Settlement, Tender and Release Agreement" for complete text of the releases attached as
Exhibit A to the Settlement, Tender and Release Agreement.

If the Charter School's Office Director (the Authorizing Body's representative), in his discretion,
determines that the Academy Board has not complied with part or all of the Correction Plan, the Charter School's
Office Director can initiate a revocation hearing to revoke the Charter. NOTHING IN THE CORRECTION PLAN
IN ANY WAY LIMITS OR RESTRICTS THE AUTHORIZING BODY'S RIGHT TO OTHERWISE
TERMINATE THE CHARTER. See "Risk Factors — Revocation or Non-Renewal of Charter."

THE ISSUER

The Issuer is a public body corporate and politic of the State of Michigan (the “State”), created by
Executive Order 2002-3, compiled at §12.192 of the Michigan Compiled Laws, and is housed within the Michigan
Department of Treasury. The Issuer was established for, among other purposes, the purpose of lending money to
public school academies within the State for financing or refinancing the acquisition, construction and equipping of
public school facilities and for other purposes. In order to effectuate such purposes, the Issuer is authorized to issue
its bonds or notes and to make money available to public school academies by the purchase of, among other things,
municipal obligations or making loans to a nonprofit corporation for the benefit of a public school academy.

The Issuer is governed by a Board of Trustees (the “Board”). The members of the Board are appointed by
the Governor of the State with the advice and consent of the State Senate. The members serve for various terms and
continue to serve until successors are appointed and file the oath of office. The members of the Board are:



David S. Mittleman Partner
Chairman Church Wyble, P.C.
Lansing, Michigan

Amal M. Berry-Brown Vice President of Business Affairs Management
Comerica Bank
Detroit, Michigan

Mark J. Burzych Attorney
Fahey Schultz Burzych Rhodes, PLC
Okemos, Michigan

Timothy A. Hoffman Director of Regulatory Affairs

Consumers Energy
Lansing, Michigan

Robert J. Kleine State Treasurer
Lansing, Michigan

The Indenture provides that the covenants, stipulations, promises, agreements and obligations of the Issuer
contained in the Indenture are those of the Issuer and not of any member of the Board or any officer or employee of
the Issuer in his or her individual capacity and that no recourse shall be had for the payment of the principal of,
premium, if any, or interest on the Bonds or for any claim based thereon or on the Indenture against any member of
the Board, any officer or employee of the Issuer or any person executing the Bonds.

The Issuer is housed within the State of Michigan Department of Treasury but exercises its statutory
functions independently of the State Treasurer. The Issuer’s address is Richard H. Austin State Office Building, 430
West Allegan Street, 1% Floor, Lansing, Michigan 48922, and its telephone number is (517) 335-0994.

The Executive Director of the Issuer is Thomas J. Letavis.

The Bonds are limited obligations of the Issuer as described in this Limited Offering Memorandum. The
Issuer is not generally liable on the Bonds or on any other obligation incurred by the Issuer under the Indenture or
the Financing Agreement. The Bonds are not general obligations and do not constitute debts or pledges against the
general credit of the Issuer or the credit or taxing power of the State of Michigan. The Bonds are limited obligations
of the Issuer, which will, if and when issued, be payable solely through revenues, properties or other funds of the
Academy as described in this Limited Offering Memorandum, the Indenture and the Financing Agreement. No
owner of any Bond shall have the right to demand payment of the principal of, premium, if any, or interest on such
Bond out of any funds to be raised by taxation. The Issuer has no taxing power.

The Issuer has not prepared any material for inclusion in this Limited Offering Memorandum except the
matters under this heading “The Issuer.” The distribution of this Limited Offering Memorandum has been duly
approved and authorized by the Issuer. Such approval and authorization do not, however, constitute a representation
of approval by the Issuer of the accuracy or sufficiency of any information contained herein except to the extent of
the information contained in this Section.

THE ACADEMY

The Academy is a Michigan non-profit corporation and a governmental agency of the State of Michigan
operating as a public school academy, organized pursuant to Part 6A of Chapter 380 of the Michigan Revised
School Code, Michigan Compiled Laws (“M.C.L.”) § 380.501 et. seq. and the Michigan Nonprofit Corporation Act,
Act No. 162 of the Public Acts of 1982, M.C.L. § 450.2101 et. seq.

The Academy began operations in 2004 as a public school academy. The Academy’s mission is to develop
a foundation for success in a knowledge-based society by offering an educational setting that nurtures in each
student a deep and abiding curiosity as a prerequisite for sustained learning across a lifetime.



The Academy is governed by a volunteer Board of Directors and operates under a charter contract (the
“Charter”) with the Bay Mills Community College Board of Regents (“BMCC”), the Academy’s authorizing body.
The Charter is set to expire on June 30, 2012.

The Academy changed management companies in September, 2007 and the Academy’s educational
facilities and programs are now managed pursuant to a management contract with CS Partners, expiring June 30,
2012. For additional information regarding the Academy and CS Partners, see “Appendix A — Crescent Academy.”

SOURCES AND USES OF FUNDS
Proceeds from the sale of the Bonds, together with other available funds, are expected to be used to (i)

provide funds to the Academy to accomplish the Partial Refunding; (ii) fund a debt service reserve fund; and (iii)
provide funds to pay certain costs relating to the issuance of the Bonds.

Sources of Funds:

Bond Proceeds (Par Amount) $3,200,000.00

Issuer Contribution to Reserve Fund 269,350.00
Total Sources: $3.469,350.00

Uses of Funds:

Deposit to Project Fund

(to Partially Refund Prior Obligations) $2,915,462.50

Deposit to Reserve Fund (from Issuer

Contribution) 269,350.00

Costs of Issuance (including

Placement Agent’s fee)” $ 284,537.50
Total Uses: $3.469,350.00

“Includes estimated costs for legal, accounting, trustee, printing and other expenses relating to the issuance of the
Bonds.

THE BONDS
General

The Bonds will be issuable as fully registered bonds without coupons in denominations of $100,000 or any
integral multiple of $2,500 in excess thereof (“Authorized Denominations”). The Bonds will mature on the dates
and in the amounts set forth on the inside cover page of this Limited Offering Memorandum, subject to redemption
prior to maturity, and will bear interest until paid at the rates shown on the inside cover page of this Limited
Offering Memorandum, payable semi-annually on April 1 and October 1 of each year, commencing on April 1,
2009 (each an “Interest Payment Date”).

Interest on the Bonds is computed on the basis of a 360-day year comprised of twelve 30-day months.
Payments of principal of and premium, if any, with respect to the Bonds will be made upon surrender of the Bonds
at the office of the Trustee. Payments of interest on the Bonds will be made by check or draft mailed on or before
each Interest Payment Date to the Registered Owner thereof as of the Record Date at his or her address as it last
appears on the registration books of the Trustee irrespective of any transfer or exchange of the Bonds subsequent to
the Record Date and prior to such Interest Payment Date. The “Record Date” means the 15th day of the calendar
month immediately preceding any Interest Payment Date, or as otherwise specified in the Indenture.



Redemption of Bonds Prior to Maturity
Optional Redemption

The Bonds maturing on October 1, 2036 are subject to redemption at the option of the Academy in whole
or in part in multiples of $2,500 on any business day commencing on or after October 1, 2018, which date shall be
the first day for which notice of redemption may be given under the Indenture at a redemption price of 100% of the
principal amount plus accrued interest to the date of redemption.

Mandatory Sinking Fund Redemption

The Bonds maturing October 1, 2036 are subject to mandatory sinking fund redemption on October 1, 2009
and on each October 1 thereafter, at a redemption price equal to 100% of the principal amount thereof plus accrued
interest to the redemption date from amounts on deposit in the Revenue Account established pursuant to the

Indenture as follows:

Term Bonds Maturing

October 1, 2036
Year (October 1) Principal Amount
2009 $5,000
2010 40,000
2011 45,000
2012 50,000
2013 50,000
2014 55,000
2015 60,000
2016 65,000
2017 70,000
2018 75,000
2019 80,000
2020 85,000
2021 90,000
2022 95,000
2023 105,000
2024 110,000
2025 120,000
2026 125,000
2027 135,000
2028 145,000
2029 155,000
2030 165,000
2031 175,000
2032 190,000
2033 205,000
2034 220,000
2035 235,000
2036** 250,000

™ Maturity Date



Mandatory Redemption Upon Determination of Taxability

The Bonds are subject to mandatory redemption prior to maturity, as a whole and not in part, on the earliest
practicable date for which notice can be given following the occurrence of a Determination of Taxability under the
Indenture, at a redemption price equal to 100% of the principal amount thereof plus accrued interest to the
redemption date.

Mandatory Redemption From Insurance and Condemnation Proceeds

The Bonds are subject to mandatory redemption in whole at any time or in part (and if in part in Authorized
Denominations; provided that no Bond may be redeemed in part if the principal amount to be outstanding following
such partial redemption is not an Authorized Denomination) on any Interest Payment Date, at a redemption price
equal to 100% of the aggregate principal amount of the Bonds to be redeemed plus accrued interest to the
redemption date, in an amount equal to any insurance or condemnation proceeds deposited with the Trustee for the
purpose of redemption pursuant to the Financing Agreement.

Notices of Redemption

Under the Indenture, the Trustee shall give notice of each redemption to the Registered Owner of any
Bonds designated for redemption in whole or in part at the address as shall last appear upon the registration books
maintained by the Trustee by mailing a copy of the redemption notice by first-class mail at least 30 days but not
more than 45 days prior to the Redemption Date. The failure of the Trustee to give notice to an Owner or the failure
of any Owner to receive notice, or any defect in such notice will not affect the validity of the redemption of any
Bonds.

Upon surrender of any Bond in a denomination greater than the minimum Authorized Denomination, which
Bond has been called for redemption in part only, the Issuer shall execute and the Trustee shall authenticate and
deliver to the Registered Owner thereof a new Bond or Bonds of Authorized Denominations in an aggregate
principal amount equal to, and otherwise the same as, the unredeemed portion of the Bond surrendered.

Book-Entry-Only System

The Depository Trust Company, New York, New York (“DTC”), will act as securities depository for the
Bonds. The Bonds will be issued as fully-registered bonds registered in the name of Cede & Co. (DTC’s partnership
nominee) or such other name as may be requested by an authorized representative of DTC. One fully-registered
Bond certificate in typewritten form will be issued for each stated maturity of the Bonds, each in the aggregate
principal amount of such maturity, and will be deposited with DTC. SO LONG AS CEDE & CO. IS THE
REGISTERED OWNER OF THE BONDS, REFERENCES HEREIN TO BONDHOLDERS, HOLDERS OR
OWNERS OF THE BONDS (OTHER THAN UNDER THE CAPTION “TAX MATTERS” HEREIN) SHALL
MEAN CEDE & CO. AND SHALL NOT MEAN THE BENEFICIAL OWNERS OF THE BONDS.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over 2.2 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments from over 100 countries that DTC’s participants
(“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants
of sales and other securities transactions in deposited securities, through electronic computerized book-entry
transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned by a number of Direct Participants
of DTC and Members of the National Securities Clearing Corporation, Fixed Income Clearing Corporation and
Emerging Markets Clearing Corporation, (NSCC, FICC, and EMCC, also subsidiaries of DTCC), as well as by the
New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers



and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants™). DTC has Standard & Poor’s highest
rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities and Exchange
Commission. More information about DTC can be found at www.dtcc.com and www.dtc.org.

Purchases of the Bonds under the DTC system must be made by or through Direct Participants, which will
receive a credit for the Bonds on DTC’s records. The ownership interest of each actual purchaser of each Bond
(“Beneficial Owner™) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners
will not receive written confirmation from DTC of their purchase. Beneficial Owners are, however, expected to
receive written confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of
ownership interests in the Bonds are to be accomplished by entries made on the books of Direct and Indirect
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing
their ownership interests in the Bonds, except in the event that use of the book-entry system for the Bonds is
discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the
name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized
representative of DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such
other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual
Beneficial Owners of the Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts
such Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants will
remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
Beneficial Owners of the Bonds may wish to take certain steps to augment transmission to them of notices of
significant events with respect to the Bonds, such as redemptions, tenders, defaults, and proposed amendments to the
security documents. For example, Beneficial Owners of Bonds may wish to ascertain that the nominee holding the
Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the registrar and request that copies of the notices be
provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue are being redeemed,
DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be
redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the Bonds
unless authorized by a Direct Participant in accordance with DTC’s procedures. Under its usual procedures, DTC
mails an Omnibus Proxy to the Academy as soon as possible after the record date. The Omnibus Proxy assigns
Cede & Co.’s consenting or voting rights to those Direct participants to whose accounts the Bonds are credited on
the record date (identified in a listing attached to the Omnibus Proxy).

Payments of principal, premium, if any, and interest on the Bonds will be made to Cede & Co., or such
other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participant’s accounts upon DTC’s receipt of funds and corresponding detail information from the Trustee, on
payable dates in accordance with their respective holdings shown on DTC’s records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as is the case with securities
held for the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of
such Participant and not of DTC nor its nominee, the Issuer or the Trustee, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payments of redemption proceeds, distributions, and dividend
payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the
responsibility of the Trustee, disbursement of such payments to Direct Participants will be the responsibility of
DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect
Participants.



DTC may discontinue providing its services as securities depository with respect to the Bonds at any time
by giving reasonable notice to the Issuer. Under such circumstances, in the event that a successor securities
depository is not obtained, Bond certificates are required to be printed and delivered. The Issuer may decide to
discontinue use of the system of book-entry transfers through DTC (or a successor securities depository); in that
event, the Bond certificates will be printed and delivered to the Participants for delivery to the Beneficial Owners.
The information in this section concerning DTC and DTC’s book entry system has been obtained from sources that
the Issuer believes to be reliable, but the Issuer assumes no responsibility for the accuracy thereof.

NEITHER THE ISSUER, THE ACADEMY, THE TRUSTEE, NOR THE PLACEMENT AGENT WILL
HAVE ANY RESPONSIBILITY OR OBLIGATION TO PARTICIPANTS OR THE BENEFICIAL OWNERS OF
THE BONDS WITH RESPECT TO (i) THE ACCURACY OF ANY RECORDS MAINTAINED BY THE
DEPOSITORY OR ANY PARTICIPANT; (ii) THE PAYMENT BY THE DEPOSITORY TO ANY
PARTICIPANT OR BY ANY PARTICIPANT OF ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN
RESPECT OF THE PRINCIPAL AMOUNT, OR REDEMPTION PRICE OF OR INTEREST ON THE BONDS;
(iii) THE DELIVERY OF ANY NOTICE BY THE DEPOSITORY TO ANY PARTICIPANT OR BY ANY
PARTICIPANT TO ANY BENEFICIAL OWNER THAT IS REQUIRED OR PERMITTED TO BE GIVEN TO
BONDHOLDERS UNDER THE TERMS OF THE INDENTURE; (iv) THE SELECTION OF THE BENEFICIAL
OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL REDEMPTION OF THE BONDS; OR
(v) ANY OTHER ACTION TAKEN BY THE DEPOSITORY AS OWNER OF THE BONDS.

SOURCES OF PAYMENT AND SECURITY FOR THE BONDS
General

The Bonds are limited obligations of the Issuer and are payable, on a parity basis with any Additional
Bonds, by the Issuer solely from the Academy Payments due under both the Financing Agreement and the
Municipal Obligation and other funds pledged under the Indenture. The Academy has pledged a portion of its State
School Aid payments to pay the Academy Payments and with respect to this pledge the Academy has entered into a
State Aid Agreement dated as of July 1, 2008 relating to the intercept and/or advance of its State School Aid
payments. The Bonds will be further secured by the Mortgage granting the Trustee a first mortgage lien, subject to
permitted encumbrances, on the Facility.

THE BONDS AND ANY ADDITIONAL BONDS ARE PAYABLE SOLELY FROM THE ACADEMY
PAYMENTS AND OTHER FUNDS PLEDGED THEREFOR PURSUANT TO THE INDENTURE. NO MORE
THAN TWENTY PERCENT (20%) OF THE STATE SCHOOL AID RECEIVED BY THE ACADEMY IN EACH
FISCAL YEAR MAY BE LEGALLY AVAILABLE TO PAY THE ACADEMY’S PAYMENTS. ALL STATE
SCHOOL AID RECEIVED BY THE ACADEMY IS SUBJECT TO ANNUAL APPROPRIATION BY THE
STATE LEGISLATURE AND THE LEGISLATURE IS NOT REQUIRED TO APPROPRIATE MONIES FOR
SUCH PURPOSE. THE BONDS DO NOT CONSTITUTE AN OBLIGATION, EITHER GENERAL, SPECIAL,
OR MORAL, OF THE STATE, BAY MILLS COMMUNITY COLLEGE, OR ANY OTHER POLITICAL
SUBDIVISION OF THE STATE, AND NEITHER THE FULL FAITH AND CREDIT NOR ANY TAXING
POWERS OF THE STATE, BAY MILLS COMMUNITY COLLEGE OR ANY OTHER POLITICAL
SUBDIVISION OF THE STATE ARE PLEDGED TO THE PAYMENT OF PRINCIPAL AND INTEREST WITH
RESPECT TO THE BONDS. THE ISSUER HAS NO TAXING POWER.

Additional Bonds and Additional Indebtedness

The Indenture permits the issuance of Additional Bonds (the “Additional Bonds™), which shall be secured
on a parity basis with the Bonds, provided that the Academy satisfies certain covenants with respect to additional
indebtedness. The Academy may also incur other additional indebtedness as described in the Financing Agreement.
See “Limitation on Additional Bonds and Additional Indebtedness” below for a description of the terms and
conditions under which the Issuer may issue Additional Bonds and the Academy may incur additional indebtedness.
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The Financing Agreement and the Municipal Obligation

Under the Financing Agreement, the Issuer agrees to issue, sell and deliver the Bonds pursuant to the
Indenture and cause the proceeds of the sale of the Bonds to be deposited with the Trustee and applied as
contemplated by the Indenture. The Academy will pay periodic installments in the amounts and on the dates set
forth in the Municipal Obligation and the Financing Agreement to the Trustee as assignee of the Issuer. The
obligation of the Academy to pay the Bond Payments and Additional Payments (each as defined in the Financing
Agreement) and all amounts required by the Municipal Obligation and the Financing Agreement are an absolute and
unconditional general obligation of the Academy and are not subject to diminution by set-off, recoupment,
counterclaim, abatement or otherwise. The Academy has no taxing power. It is the intent and expectation of the
Academy and the Issuer that the Bond Payments will be sufficient for the payment in full of the principal of and
interest on the Bonds.

State School Aid Pledge

Pursuant to the Financing Agreement, the Academy has pledged the State School Aid payments to be
received by it in each fiscal year from the State (the “Pledged State School Aid”) to pay the Bond Payments and any
Additional Payments due under the Financing Agreement; provided that the Pledged State School Aid applied by the
Trustee under the Indenture on behalf of the Academy to pay Bond Payments under the Financing Agreement in any
fiscal year of the Academy shall not exceed twenty percent (20%) of the amount of State School Aid payable to the
Academy in such fiscal year.

The Academy agrees with the Issuer under the Financing Agreement that if the State School Aid Act is
modified to provide for a different schedule of periodic State School Aid payments than that now in effect, the
Issuer, by written notice to the Trustee, the State Treasurer, the Academy and its Authorizing Body may designate
different payment dates (and, to the extent necessary, different payment amounts) to provide for timely receipt of
Bond Payments consistent with such revised State School Aid payment schedule.

Direct Transfer of State School Aid by State Treasurer for Payment of the Financing Agreement

Under the Financing Agreement, the Academy has agreed to pay the Bond Payments and Additional
Payments from the State School Aid to be allocated to it and payable to its Authorizing Body. The Issuer and the
Academy in the Financing Agreement, and the Academy and the Authorizing Body in the State Aid Agreement,
agree that the State Treasurer is irrevocably directed, starting in October, 2008, to transmit an amount approximately
equal to 1/11 of the annual principal payments scheduled on the Bonds plus 1/11 of the annual interest obligation on
the Bonds plus 1/11 of the Scheduled Fee Payment Component (as defined in the Financing Agreement) on the 20"
of each January, February, March, April, May, June, July, August, October, November and December (or, if the 20"
falls on a Saturday, Sunday or legal holiday, on the immediately succeeding regular business day) directly to the
Trustee; provided, that the amounts applied by the Trustee to Bond Payments in any fiscal year of the State shall not
exceed twenty percent (20%) of the amount of State School Aid payable to the Academy in such fiscal year.

If for any reason the amount held by the Trustee on the due date of any Bond Payment and Additional
Payment is insufficient to pay the Bond Payment or Additional Payment due under the Financing Agreement, then
in that event the Academy pledges to use any and all other available funds to satisfy that Bond Payment or
Additional Payment obligation.

If, on the due date for any Academy Payment, the funds with the Trustee are insufficient to pay the Bond
Payment or Additional Payment due under the Financing Agreement, the Academy, pursuant to the State School Aid
Act to the extent necessary to meet that payment obligation, assigns to the Issuer and authorizes and directs the State
Treasurer to intercept and/or advance not to exceed 97% of any State School Aid payment to be made to or for the
Academy which is dedicated for distribution or for which the appropriation authorizing such payment has been
made. Any such advance will be made directly to the Trustee and applied on the following priority basis: first,
payment of any overdue and unpaid obligation to the Authority under the Financing Agreement or the Municipal
Obligation; second, payment of the Scheduled Principal Component, the Scheduled Set-Aside Component, the
Scheduled Interest Component and the Scheduled Fee Payment Component of the Scheduled Installment Payment
(as such terms are defined in the Financing Agreement) payable to the Authority under the Financing Agreement;
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third, payment of Additional Payments; and fourth, to the Authorizing Body for distribution to the Academy or as
otherwise directed by the Academy. The Financing Agreement provides that any such intercept and/or advance
process with respect to the Academy shall continue until sufficient funds are deposited with the Trustee to pay all of
the Academy’s Bond Payments and Additional Payments due under the Financing Agreement. Notwithstanding the
foregoing, no more than twenty (20%) percent of the State School Aid payments received by the Academy in each
fiscal year may be legally available to pay scheduled principal and interest on the related Bonds through its Bond
Payments due under the Financing Agreement.

State School Aid Source

The primary source of revenue received by the Academy is State School Aid which is a per pupil
foundation allowance provided by the State for all public schools (including public school academies). The amount
of State School Aid received by any individual school (including the Academy) is based upon its per pupil
enrollment. The amount of State School Aid available in any year to pay the per pupil allowance is subject to
appropriation by the Michigan Legislature.

See “Appendix A — Crescent Academy — State Aid Payments” for the Academy’s State School Aid per
pupil allowance for the 2004—05 through 2007-08 fiscal years.

Pursuant to the State School Aid Act, a public school academy’s annual entitlement to State School Aid for
the 2008-09 fiscal year shall be paid in installments equal to one-eleventh of such entitlement on the 20™ (or if the
20™ falls on a Saturday, Sunday or legal holiday, on the immediately succeeding regular business day) in each of the
months of October through August, subject to certain statutory adjustments.

Pupil Membership Counts

State School Aid is paid to a public school academy on a per pupil basis. The State School Aid Act
currently provides that pupil membership is based on a blended count of 75% of the current September count plus
25% of the prior February supplemental count, all as determined by the Michigan Department of Education. The
State School Aid Act contains alternative methodologies for determining pupil counts for public school academies
which have been in existence less than two years or which have suspended operations for one or more semesters.
For school districts, including public school academies, which have pupils enrolled in a grade level that was not
offered the prior year, pupil membership counts for that grade level are based on an average of the current
September count and the following February supplemental count, all as determined by the Michigan Department of
Education. Due to grade growth, the Academy enrollment is modified downward from actual September count due
to the blended count process, but none of the alternative methodologies for determining pupil counts currently apply
to the Academy. There is nothing in the Academy’s Charter that limits class size or enrollment. The Academy is
required by its Charter to annually adopt maximum enrollment figures prior to its application and enrollment period,
which is usually in April of each year. In March, 2008, the Academy Board established the enrollment limit for the
2008-2009 school year at 340 students.

Legislative Changes in the State School Aid Act

The State School Aid Act may be modified by the Michigan Legislature, subject only to certain State
constitutional parameters. The amount, timing and methodology for calculation of State School Aid have changed
significantly in recent years. State School Aid payments are subject to annual appropriation and future modification
by the Michigan Legislature, subject only to such constitutional parameters. See “Risk Factors — Delay in,
Reduction, or Termination of State School Aid” and “Risk Factors — Changes in Law” herein.

Changes in State School Aid Distributions
Scheduled State Aid amounts are subject to reduction, and have been reduced, in the event there are
insufficient funds to support an enacted school aid fund budget. Under the State’s Constitution and State law, the

State is required to maintain a balanced budget for any fiscal year. Due to insufficient funds to support the enacted
State school aid budget, in fiscal year 2002-03, the final six State Aid payments to school districts were reduced on a
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pro rata basis in an amount equal to 3.8% of the districts” unprotected State Aid, ranging from $0 to $137 per pupil;
and in fiscal year 2003-04, adjustments were made to the State school aid budget, including a six-month delay in the
previously scheduled reduction of the State income tax rate from 4.0% to 3.9%. Under the terms of the adjustments,
State Aid to school districts was reduced in fiscal year 2003-04 by approximately $75 per pupil.

There is past precedent for (i) the State Treasurer giving advance notice to the State Budget Director if
estimated school aid fund revenues and other dedicated funding would be insufficient to support appropriated State
Aid amounts for a fiscal year, and (ii) the State Budget Director, pursuant to Section 11(3) of the State School Aid
Act, notifying the State Senate Majority Leader and the Speaker of the State House of Representatives that
beginning on a specified date, a specified prorated reduction in a fiscal year would be applied to all spending
categories except those specifically protected by law, unless legislation were enacted to reduce that fiscal year’s
school aid appropriations so as not to exceed the revised school aid revenue projections.

Section 20 of Article 5 of the State Constitution requires that the Governor, with the approval of the
appropriating committees of the State House of Representatives and the State Senate, reduce expenditures
authorized by appropriations whenever it appears that actual revenues for a fiscal period will fall below the revenue
estimates on which appropriations for that period were based. On March 22, 2007, the Governor issued Executive
Order 2007-3 and ordered budget cuts of approximately $274,245,000 in the general fund and $70,383,100 in
special purpose funds in anticipation of actual revenue falling below revenue estimates in order to balance the fiscal
year 2006-07 budget. The budget cuts did not include reductions in the State’s School Aid Fund. Under State law,
the Senate and House Appropriations Committees had 10 days to either approve or disapprove by a majority vote
the reductions contained in that order. Both the Senate and House Appropriations Committees approved the
reductions in Executive Order 2007-3. On March 29, 2007, the Governor also issued 10 directives to State
departments and agencies to take new steps to curtail spending. On October 1, 2007, the Legislature approved a one
month continuation in budget, and on October 31, 2007, the Legislature adopted the appropriation bills for the 2007-
08 fiscal year.

On November 8, 2007 the Governor signed Act No. 137, Public Acts of Michigan, 2007, which increased
the minimum per pupil foundation allowance to $7,204 for fiscal year 2007-2008; up to $96 per pupil will be paid to
school districts with a fiscal year 2006-2007 per pupil foundation grant that was at least equal to $7,108, but less
than $8,385. For information on the Academy's foundation allowance, see "Appendix A — Crescent Academy".

The Reserve Fund

The Reserve Fund (the “Reserve Fund”) will be established pursuant to the Indenture. The Issuer is
expected to deposit in the Reserve Fund monies in an amount equal to the Reserve Fund Requirement derived from
a grant awarded by the United States Department of Education though its Credit Enhancement for Charter Schools
Program (the “Grant”) in an amount equal to the Reserve Fund Requirement.

The “Reserve Fund Requirement” means an amount equal to the lesser of (a) the maximum annual
principal and interest requirements on the Bonds, (b) 125% of the average annual principal and interest requirements
on the Bonds, or (¢) 10% of the original principal amount of the Bonds (net of original issue discount). Amounts in
the Reserve Fund provide additional security for the Bonds. Monies held in the Reserve Fund in excess of the
Reserve Fund Requirement (calculated including monies on deposit in the Academy Funded Reserve Account) shall
be transferred by the Trustee to the Issuer, free and clear of the lien of the Indenture.

If at any time there are not sufficient funds in the Bond Fund established under the Indenture for the
payment of principal of, premium, if any, and interest on the Bonds as the same become due, the Trustee shall
withdraw from the Reserve Fund and deposit in the Bond Fund sufficient moneys which, when added to the moneys
on deposit in the Bond Fund, will be sufficient to meet the payment of principal, premium, if any, and interest then
due on the Bonds.
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The Mortgage and the Environmental Report

As additional security for the Bonds, the Academy will deliver, and the Trustee will receive, a first
mortgage lien, subject to permitted encumbrances, on the Facility to secure the payment of the Academy’s Bond
Payments due under the Financing Agreement.

Under the State School Aid Act, property of a public school academy that was acquired substantially with
funds appropriated under such Act is required to be transferred to the State by the public school academy in certain
events, including revocation of its charter or if its charter has not been reissued by the authorizing body. In such
event, the State School Aid Act authorizes the State Treasurer to sell such property and requires the State Treasurer
to apply the net proceeds from such sale first to pay any debt of the public school academy secured by such
property, and second, to deposit any remaining amount into the State School Aid fund.

There are potential risks relating to environmental liability associated with ownership of or secured lending
with respect to real property. The Academy has obtained a Phase I Environmental Report regarding the Facility.
See “RISK FACTORS — Environmental Issues Regarding the Facility” for a description of the Phase I Environmental
Report.

Certain Financial Information Concerning the State

Complete financial statements of all of the State’s funds as included in the State’s Comprehensive Annual
Financial Report (“CAFR”) prepared by the State’s Office of the State Budget are available from the Office of the
State Budget website at www.michigan.gov/budget. The State has agreed to file its CAFR with the Nationally
Recognized Municipal Securities Information Repositories and the State Information Depository (as described in
Rule 15¢2-12(b)(5) of the Securities and Exchange Commission) annually.

Limited Obligation

None of the Issuer, the State of Michigan or Bay Mills Community College shall be obligated to pay the
Bonds or the interest thereon or other costs incident thereto, except that the Issuer shall be obligated to make such
payments solely from the security for the Bonds described herein. Neither the faith and credit of the Issuer or of
Bay Mills Community College nor the taxing power of the State of Michigan is pledged to the payment of the
principal of, premium, if any, or the interest on, the Bonds. The Bonds are not general obligations of the Issuer, but
are limited obligations payable solely from certain amounts payable by the Academy under the Financing
Agreement and other moneys pledged therefor under the Indenture. The Issuer has no taxing power.

CHARTER SCHOOLS IN MICHIGAN
General

In December of 1993, Michigan became the ninth state to pass charter school legislation. The current
charter school statute is codified in the Revised School Code, § 380.501 — 380.507 of the Michigan Compiled Laws
(M.C.L.). In Michigan, charter schools are known as public school academies. A public school academy is a state-
supported public school that is funded through the State School Aid Act (1979 PA 94, as amended, M.C.L.,
388.1601, et. seq.) and receives funding through a per pupil base allowance. See “Sources of Payment and Security
for the Bonds — State School Aid Source” herein.

According to the Michigan Department of Education, during the 2006-07 fiscal year, there were 230 public
school academies serving over 125,000 students. Approximately 66% of charter students are minorities and 51% of
charter students qualify for free- or reduced-price lunch. About 9% of charter school students have special needs.

Michigan Supreme Court Upholds Law

The Michigan Supreme Court ruled 5-1 on July 30, 1997 that Michigan’s original public school academy
law was constitutional. The Court ruled that “1993 PA 362 does not violate Constitution 1963, article 8 section 2 or
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section 3. Further, . . . the 1994 PA 416 repealer is valid and enforceable, requiring remand to the trial court for
vacation of the injunction and entry of an order to the Department of Treasury to disburse funds to the public school
academies operating under 1993 PA 362.” Council of Organizations and Others for Educ. about Parochiaid, Inc. v.
Michigan Dept. of Educ. et. al., 455 Mich. 557, 556 N.W.2d 208 (Mich. 1997).

Michigan School Finance Reform

On June 15, 1994, the electors of the State of Michigan approved a ballot proposition (“Proposal A”) to
amend the State Constitution of 1963, in part, to increase the state sales tax from 4% to 6% as part of a complex plan
to restructure the source of funding of public education (K-12) in Michigan in order to reduce reliance on local
property taxes for school operating purposes and to equalize the per pupil finance resource disparities among all
school districts. The State aid package passed by the Legislature as part of the school finance reform legislation
instituted a per pupil foundation guarantee beginning in fiscal year 1994/1995. The Legislature has historically
appropriated funds to establish a foundation allowance within a range based in part on historical revenue. The
foundation allowance may be adjusted by an index based upon the change in revenues to the State school aid fund
and change in the total number of pupils statewide and the disparity between the high and low per pupil guarantee is
reduced. The source of revenues for the state’s contribution to the foundation allowance is derived from a mix of
taxing sources, including but not limited to, a statewide property tax of six mills on all property (homestead and
non-homestead), a state sales and use tax, a real estate transfer tax and a cigarette tax.

State School Aid appropriations and the payment schedule for State School Aid can be changed by the
Legislature at any time. See “Sources of Payment and Security for these Bonds — State School Aid Revenues” and
“Risk Factors” herein.

LIMITATION ON ADDITIONAL BONDS AND ADDITIONAL INDEBTEDNESS
Additional Bonds

The Issuer reserves the right to issue Additional Bonds, upon the request of the Academy with such
approvals as required by the Enabling Legislation, without limit in one or more series for the acquisition,
construction and/or renovation of facilities to be used by the Academy and for such other purposes set forth in, and
subject to the requirements, of the Financing Agreement. Additional Bonds shall be of the same priority as the
Bonds and all bonds issued under the Indenture shall be equally and ratably payable from and secured by the
Security, but the Additional Bonds shall bear such dates and interest rates, have maturity and redemption dates and
amounts, have optional and mandatory redemption provisions, and be issued at such prices as shall be specified in
the supplemental indenture thereto. No Additional Bonds shall be issued unless the following terms and conditions
have been met:

a. the Trustee has received a copy, duly certified by the Issuer, of the resolution adopted by the
Issuer authorizing the issuance of such Additional Bonds and the execution and delivery of a
supplemental indenture, supplementing and amending this Indenture, which supplemental
indenture shall not require the approval of the Registered Owners of the Bonds Outstanding,
providing the date, interest rates and maturities of such Additional Bonds, options and
requirements for redemption prior to maturity with respect to such Additional Bonds, deposit of
proceeds to the various funds and accounts, including the Reserve Fund, and such other terms as
may be required by reason of the foregoing and which adopts the applicable provisions of this

Indenture.

b. the Trustee and the Issuer have received an opinion of counsel to the Academy in form and
substance acceptable to the Trustee, the Issuer, Bond Counsel and the Attorney General of the
State of Michigan.

c. the Trustee has received a certificate of an Authorized Representative of the Academy to the effect

that the Academy is not in default under the Financing Agreement, is not aware of any Events of
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Default under the Indenture and that such indebtedness may be issued under the Financing
Agreement.

the Trustee and the Issuer have received an opinion of nationally recognized municipal bond
counsel to the effect that (i) the issuance of such Additional Bonds will not affect adversely the
exclusion from gross income for federal income tax purposes of interest on any Outstanding
Bonds, and (ii) the Additional Bonds to be delivered will be valid and legal limited obligations of
the Issuer in accordance with their terms and will be secured hereunder equally and on a parity
with all other Bonds at the time Outstanding hereunder as to the assignment and pledge of the
Security to the payment of the Bonds;

the Trustee has received original executed counterparts of the agreement supplementing and
amending the Mortgage (if necessary), an agreement supplementing and amending the State Aid
Agreement (if necessary), and the supplemental indenture supplementing and amending the
Indenture;

the Trustee has received a request and authorization to the Trustee on behalf of the Issuer and
signed by the Authorized Representative of the Issuer to authenticate and deliver such Additional
Bonds to the purchasers therein identified, upon payment to the Trustee, but for the account of the
Issuer, of a sum specified in such request and authorization, plus accrued interest thereon, if any,
to the date of delivery;

the Trustee will receive from the proceeds of the Additional Bonds or otherwise on the date of
delivery of the Additional Bonds an amount equal to the additional Reserve Fund Requirement for
deposit into the Reserve Fund;

the Trustee and the Issuer have received an executed opinion of nationally recognized municipal
bond counsel to the effect that (i) the Additional Bonds have been duly authorized, executed and
delivered and constitute the binding limited obligations of the Issuer, enforceable in accordance
with their terms, subject to normal bankruptcy exceptions, and (ii) the interest on such Additional
Bonds is excluded from gross income for federal income tax purposes (unless it is intended that
such interest be taxable); and

the Academy provides to the Trustee a certificate of an Authorized Representative of the
Academy, to the effect that:

(1) The ratio of (a) 20% of the amount of State School Aid projected to be payable to the
Academy by the State in any fiscal year to (b) the aggregate annual debt service in such
fiscal year on the Bonds and any Additional Bonds proposed to be issued is not less than
1.25:1.0;

2) The ratio of (a) 20% of the amount of State School Aid projected to be payable to the
Academy by the State in any fiscal year to (b) the maximum aggregate annual debt
service on the Bonds and any Additional Bonds proposed to be issued is not less than
1.25:1.0;

3) Pursuant to (1) and (2) above, for purposes of computing future projections of State
School Aid, such certificate shall use the expected total amount of State School Aid to be
paid to the Academy for the Academy’s current fiscal year computed using the number of
students certified as of the September count date of the current fiscal year unless the
Academy has received the approval of its Authorizing Body for a grade or facility
expansion, in which case, the ratios may be calculated using the number of students
certified as of the September count date of the current fiscal year plus the estimated
enrollment for any approved grade or facility expansion and
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4 The Financing Agreement and the Municipal Obligation have been amended (if required
by the documents) to provide for Academy debt service payments on the Additional
Bonds.

Other Additional Indebtedness

The Academy in the Financing Agreement will covenant that without the prior written consent of the
Trustee at the direction of the holders of 51% of the Outstanding Bonds, it will not incur indebtedness for borrowed
money, guarantee the obligations of others or incur other pecuniary obligations, except:

(a) obligations incurred in the ordinary course of business;

(b) state aid notes (including state aid note lines of credit) issued pursuant to Act No. 451, Public Acts
of Michigan, 1976, as amended;

() other indebtedness incurred or guaranteed by the Academy in accordance with applicable law
related to capital acquisitions provided that the aggregate maximum annual debt service on such
indebtedness, in any fiscal year, together with the applicable debt service on the Bonds for such
year, shall not exceed 20% of the amount of the State School Aid projected to be payable to the
Academy by the State in such fiscal year; for purposes of computing future projections of State
School Aid, the amount of State School Aid to be paid to the Academy for the Academy’s current
fiscal year computed using the number of students certified as of the September count date of the
current year shall be used; and

(d) Notwithstanding the foregoing, the Academy covenants and agrees that the amount of State
School Aid to be received by the Academy shall be at least the total of the Bond Payments,
Additional Payments and all payments on such other obligations to which State School Aid has
been pledged due in such fiscal year.

RISK FACTORS

The purchase of the Bonds involves certain risks. This Limited Offering Memorandum contains summaries
of pertinent portions of the Bonds, the Indenture, the Financing Agreement and the Settlement Agreement. Such
summaries and references are qualified in their entirety by reference to the full text of such documents. Prospective
investors are encouraged to obtain copies of such documents from the Placement Agent and read such documents
prior to purchasing any of the Bonds. The following discussion of some of the risk factors associated with the
Bonds is not, and is not intended to be, exhaustive, and such risks are not necessarily presented in the order of their
magnitude. This Limited Offering Memorandum does not describe all of the risks of an investment in the Bonds
and the Placement Agent disclaims any responsibility to advise prospective investors of such risks as they exist at
the date of this Limited Offering Memorandum or as they change from time to time. Prospective investors should
consult their own legal and tax advisors as to the risks entailed by an investment in the Bonds and the suitability of
investing in the Bonds in light of their particular circumstances. Prospective investors should be able to bear the risk
relating to an investment in the Bonds and should carefully condsider, among other factors, the matters described
below.

Speculative Investment; Absence of Rating

Purchase of the Bonds involves a high degree of risk and the Bonds are a speculative investment. The
Bonds are not rated by a nationally recognized rating agency. Typically, unrated bonds lack liquidity in the
secondary market. Any investor who, because of financial condition, is unable to bear the loss of an investment in
the Bonds, or who, because of investment policies or otherwise, does not desire to assume, or have the ability to
bear, the risks inherent with an investment in the Bonds, should not purchase the Bonds. See also “RISK
FACTORS - Sufficiency of Revenues,” below.

The Bonds may exhibit price fluctuations due to the changes in interest rate or bond yield levels. As a
result, the value of the Bonds may fluctuate significantly in the short-term. Further, such securities have a less
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liquid resale market. As a result, potential investors may have difficulty selling or disposing of the Bonds quickly in
certain markets or market conditions.

Possible Litigation

It is expected that the Institutional Investors will pursue remedies against third parties (each a "Third-Party
Litigant”) to compensate the Institutional Investors for losses relating to the Prior Obligations and the Transaction.
There can be no assurance that such third parties will not assert claims against the Academy and join it as a party or
file suit against the Academy directly.

IN THE EVENT THAT A THIRD-PARTY LITIGANT JOINS THE ACADEMY AS A PARTY OR
INSTITUTES LITIGATION AGAINST THE ACADEMY, AN ADVERSE DECISION COULD HAVE AN
ADVERSE IMPACT ON THE FINANCIAL POSITION OF THE ACADEMY. See "THE PLAN OF
REFUNDING AND SETTLEMENT AGREEMENT," "LITIGATION" and "Appendix E — Copy of Settlement
Tender and Release," herein.

Forensic Audits

The Academy was required, pursuant to its Correction Plan, to cooperate with a forensic auditor hired by its
Authorizing Body. To date, the Authorizing Body has not shared the results of such audit with the Academy. The
Academy has also recently replaced its auditing firm. INASMUCH AS THE RESULTS OF SUCH AUDIT HAVE
NOT BEEN SHARED WITH THE ACADEMY, THERE CAN BE NO ASSURANCE THAT THE ACADEMY'S
PRIOR YEAR FINANCIAL STATEMENTS WILL NOT REQUIRE RESTATEMENT OF CERTAIN ITEMS
AND THE IMPACT OF SUCH RESTATEMENT, IF ANY, ON THE ACADEMY'S ABILITY TO CONTINUE
OPERATIONS OR TO PAY THE ACADEMY PAYMENTS CANNOT BE DETERMINED.

Public School Academies Generally

The operations of the Academy relate primarily to the ownership and operation of a public school academy
located in Southfield, Michigan. Such operations are dependent on sufficient demand for such facilities, adequate
revenues from enrollment at the facilities and control of expenses. The operation of a public school academy is
highly regulated through the Charter, the Authorizing Body, and the Michigan Department of Education. A public
school academy may not charge tuition to a student attending the academy. The failure of the Academy to meet the
requirements of the regulations, termination, revocation or non-renewal of the Academy’s Charter by the Bay Mills
Community College Board of Regents, or its designee, or the inability to secure a charter from another authorizing
body would have a material adverse effect on the ability of the Academy to make Academy Payments. See “Risk
Factors — Revocation or Nonrenewal of Charter.”

Sufficiency of Revenues

The Bonds are secured by and payable solely from revenues of the Academy pledged under the terms and
conditions of the Indenture and as otherwise described therein. Based on present circumstances (i.e., its charter
contract and operating history), the Academy believes it will generate sufficient revenues to meet its obligations
under the Indenture. However, the Academy’s Charter may be terminated or not renewed, or the basis of the
assumptions utilized by the Academy to formulate this belief may otherwise change and no representation or
assurance can be made that the Academy will continue to generate sufficient revenues to meet its obligations.

No Taxing Authority

The Academy is a Michigan public school academy and has no taxing power. The Academy does not
possess the ability to assess ad valorem taxes now or in the future. As such, the Academy is completely dependent
upon State School Aid revenues to pay the Academy Payments. Any event that would delay, reduce or eliminate
State School Aid monies from the State would have a material adverse effect on the ability of the Academy to make
Academy Payments coming due thereafter. See “Risk Factors” section, including “Revocation or Nonrenewal of
Charter” and “Delay in, Reduction, or Termination of State School Aid” herein.
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Dependence on State School Aid Payments; State School Aid Payments Subject to Annual Appropriation

The Academy may not charge tuition and has no taxing authority. The primary source of revenue received
by the Academy is the per pupil allowance provided by the State for all public schools (including public school
academies). The amount of State School Aid received by any individual school (including the Academy) is based
upon its per pupil enrollment. The amount of State School Aid available in any year to pay the per pupil allowance
is subject to appropriation by the Michigan Legislature. The Legislature may not appropriate funds, or may not
appropriate funds in a sufficient amount, to enable the Academy to pay debt service on the Bonds and to meet its
general operating expenses. Similarly, the State allocation per student could be reduced or not keep pace with
expenses such that the aggregate State School Aid Payments to the Academy is inadequate to allow the Academy to
pay its operating expenses and debt service on the Bonds. No liability shall accrue to the State in such event, and
the State will not be obligated or liable for any future payments or any damages in such event. In the event the State
were to withhold the payment of monies from the Academy for any reason, even a reason that is ultimately
determined to be invalid or unlawful, it is likely the Academy would be forced to cease operations.

Delay in, Reduction, or Termination of State School Aid

Any event that would cause a delay, reduction or elimination of State School Aid payments would have a
material adverse effect on the ability of the Academy to pay the Academy Payments. The Michigan legislature is
required to balance the budget and if it does not, the proration provisions of the School Aid Act become effective.
The proration provisions essentially roll back the per pupil allowance. Section 11 of the School Aid Act states that
if appropriations exceed the amount available for expenditure from the School Aid Fund in any given year, then the
State must prorate certain payments to school districts (including public school academies) in order to eliminate the
shortfall. In previous fiscal years, the State has applied across-the-board cuts to eliminate shortfalls which have
resulted in a reduction of the Academy’s per pupil foundation allowance. No representation can be made that future
fiscal periods will not be subject to similar budget shortfalls. Any reduction in State School Aid payments could
have a material adverse effect on the ability of the Academy to make Academy Payments coming due thereafter.

Changes in Law

The School Aid Act is subject to modification by the Michigan Legislature, subject only to certain
constitutional parameters. The amount, timing and methodology for calculation of State School Aid has changed
significantly in recent years, and is subject to future legislative changes.

Further, the Michigan Legislature has amended the charter school laws since they were first enacted in
1993. Future amendments to the law may adversely affect the Academy, for example, by reducing the maximum
amount payable by the State for students enrolled by the Academy, by limiting the amount of such State School Aid
payments that may be pledged to obligations such as the Bonds, by withholding a percentage of the State School Aid
payments if a charter school is deemed not to be in compliance with its charter or state and federal laws, by
decreasing the maximum length of a charter contract’s term, by requiring a state body to make an assessment of
each school’s effectiveness every year, by limiting the number of students for which State funds are available, by
mandating new facilities or programs which may cost more than has been projected, by revising the relative
responsibilities between school districts and the State for financing schools (including charter schools) or by
eliminating the authority for charter schools.

Limitation of Availability of State School Aid

No more than twenty percent (20%) of the State School Aid received by the Academy from the State in
each fiscal year may be legally available to pay the Academy Payments and other long-term obligations of the
Academy.

Environmental Issues Regarding the Facility

The Facility is subject to various federal, State and local laws and regulations governing health and the
environment. In general, these laws and regulations could result in liability to the owner of the Facility for

19



investigating and remediating adverse environmental conditions on or relating to the Facility, whether arising from
preexisting conditions or conditions arising as a result of the activities conducted in connection with the ownership
and operation of the Facility. Costs incurred by the Academy with respect to environmental liability could adversely
impact its financial condition and its ability to operate its school facilities.

On June 30, 2008, ATC Associates Inc. (“ATC”) performed a Phase I Environmental Site Assessment (the
“ESA”) following the guidance of the ASTM E 1527-00 Phase I Standard Practice for Environmental Site
Assessments with respect to the Facility. In the professional opinion of ATC, all appropriate inquiry has been made
into the previous ownership and uses of the subject property consistent with good commercial and customary
practice in an effort to minimize liability, and no evidence or indication of recognized environmental conditions
(RECs) has been revealed. No further investigation is deemed necessary by ATC at this time.

Economic and Other Factors

Future economic and other factors may adversely affect the Academy’s revenues and expenses and,
consequently, the Academy’s ability to pay the Academy Payments. Among the factors that could have such
adverse effects are: decreases in the number of students seeking to attend the Academy at optimum levels for each
grade level; the ability of the Academy to provide the education desired and accepted by the population served;
economic developments in the affected service area; diminution of the Academy’s reputation in its field;
competition from other educational institutions, including other charter schools, private schools and public schools;
lessened ability of the Academy to attract and retain qualified teachers and staff at salaries that permit payment of
debt service and expenses; increased costs associated with technological advances; changes in government
regulation of the education industry or in the Michigan charter school statutes; future claims for accidents at the
Academy’s sites and the extent of insurance coverage for such claims; decrease in per-student funding amounts by
the State; and the occurrence of natural disasters such as floods.

Revocation or Non-Renewal of Charter

The Academy operates under a charter contract with BMCC. The Charter provides the basis for the
Academy to receive State School Aid payments. The Academy’s Charter is effective through June 30, 2012.
Decisions to terminate the Charter at the end of each annual period are at the sole discretion of the BMCC Board and
the BMCC Board could choose to terminate the Academy’s Charter at any time for any reason. Additionally,
BMCC may unilaterally terminate the Academy’s Charter at any time if the Academy is not in substantial
compliance with the charter or any provision of applicable law or for certain other delineated reasons as provided in
the Charter. See "Appendix A — Crescent Academy — The Charter Agreement." The BMCC Board issued a Notice
to Revoke on April 17, 2007, which alleged various irregularities with the Transaction, and required that the
Academy unwind the Transaction or risk termination of its Charter. The Academy executed a Plan of Correction,
dated August 8, 2007, in response to the Notice of Intent which sets forth numerous actions to be taken by the
Academy to avoid termination of its Charter, which includes formulating and implementing a plan to "unwind" the
Transaction. If the Charter School's Office Director, in his discretion, determines that the Academy Board has not
complied with part or all of the Plan of Correction, the Charter School's Office Director can initiate a revocation
hearing to revoke the Charter.  NOTHING IN THE PLAN OF CORRECTION IN ANY WAY LIMITS OR
RESTRICTS THE BMCC BOARD'S RIGHT TO OTHERWISE TERMINATE THE CHARTER.

The BMCC Board may also revoke or terminate the Charter pursuant to its terms based on grounds
specified in the Charter. See “Appendix A — Crescent Academy — The Charter Agreement.” The decision to
terminate or to revoke a contract is in the discretion of the authorizing body, is final, and is not subject to review by
a court or any State agency. In the event that the Academy’s Charter is revoked or terminated, the ability of the
Academy to pay the Academy Payments would be adversely affected and the Academy could be forced to cease
operations.

IN THE EVENT THAT THE BMCC BOARD WERE TO REVOKE, TERMINATE, SUSPEND OR NOT
RENEW THE ACADEMY’S CHARTER, OR IF THE ACADEMY WERE UNABLE TO SECURE ANOTHER
AUTHORIZING BODY, THE ABILITY OF THE ACADEMY TO MAKE ACADEMY PAYMENTS UNDER
THE FINANCING AGREEMENT AND THE MUNICIPAL OBLIGATION COMING DUE THEREAFTER
WOULD BE MATERIALLY ADVERSELY AFFECTED.
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Pursuant to Section 18b of the State School Aid Act, in the event that the Academy (i) is ineligible to
receive funding under the State School Aid Act for 18 consecutive months; (ii) the Academy’s charter is revoked; or
(iii) the Academy’s charter is not reissued by the Authorizing Body, then property, including title to such property,
acquired substantially with funds received from the State pursuant to the State School Aid Act is required to be
transferred to the State. The State Treasurer, or his or her designee, is authorized to dispose of property transferred
to the State pursuant to Section 18b of the State School Aid Act. Except as otherwise provided in Section 18b of the
State School Aid Act, the State Treasurer shall deposit in the state school aid fund any money included in that
property and the net proceeds from the sale of the property or interests in the property, after payment by the State
Treasurer of a public school academy debt secured by the property or interest in the property.

The BMCC Board may elect to follow the foregoing revocation procedures or it may elect not to follow
such revocation procedures.

See “Recent Actions by Charter Authorizers” herein.
Recent Actions by Charter Authorizers

As of September, 2007 there were 230 public school academies operating in 318 school buildings in
Michigan.[1] These public school academies are authorized as follows: 147 by public universities, 30 by
intermediate school districts, 39 by community colleges and 14 by local education agencies. These public school
academies serve approximately 125,000 students, or roughly 7.25% of Michigan’s public school students. Since the
inception of the State’s public school academy program and as of September 21, 2007, 29 public school academies
have been closed (six have had their charters terminated or revoked; 18 have had their charters not renewed and four
have dissolved).[2] None of the closed schools were authorized by Bay Mills Community College Board of
Regents.[3]

As more fully set forth above under “THE PLAN OF REFUNDING AND SETTLEMENT AGREEMENT
— The Settlement, Tender and Release Agreement,” the Academy’s Authorizing Body issued the Notice of Intent to
Revoke on April 17,2007, and the Academy responded to the Notice of Intent to Revoke with the Correction Plan in
an effort to prevent termination of its Charter.

In February, 2008, Grand Valley State University (“GVSU”) announced that it would not renew the charter
of two of its sponsored academies when they expired in summer 2008. GVSU cited problems with student
achievement at both schools. GVSU also cited enrollment problems at one of the schools. Both academies are
seeking new sponsors.[3] One of the schools had operated for twelve years, the other for ten. As of September,
2007, GVSU had also declined to renew the charters of three other public school academies.[4]

In addition, further revocation proceedings may be pending with respect to Michigan public school
academies.

[1] Source: http://www.michigan.gov/documents/Counts_55505_7.pdf

[2] Source: http://www.michigan.gov/documents/Closed 55511 7.pdf

[3] Sources: “GVSU Charter School Actions,” at www.gvsu.edu; “School Needs Sponsor: Advantage Academy losing students,
authorization,” Kalamazoo Gazette, February 6, 2008; “Tri-Valley looks to MCC for Charter,” Muskegon Chronicle, February 28,
2008.

[4] Source: http://www.michigan.gov/documents/Closed 55511 7.pdf

Limited Operating History; Reliance on Projections

The ability of the Academy to pay the Academy Payments when due is dependent on State School Aid
payments to be received by the Academy as payment for educating students. The Academy has conducted
operations as a charter school since 2004. The projections of revenues and expenses contained in “Appendix A —
Crescent Academy — Historical and Projected Revenue and Expenses,” herein were prepared by the Academy and
have not been independently reviewed or verified by any other party. In particular, the Placement Agent has not
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independently verified such projections, and makes no representations nor gives any assurances that such
projections, nor the assumptions underlying them, are complete or correct. Further, the projections relate only to the
fiscal years of the Academy ending June 30, 2009 through 2013, and consequently do not cover the entire period
that the Bonds will be outstanding.

The projections are derived from the actual operation of the Academy and from the Academy’s
assumptions about future student enrollment and expenses. There can be no assurance that the actual enrollment
revenues and expenses for the Academy will be consistent with the assumptions underlying the projections
contained herein. Moreover, no guarantee can be made that the projections of revenues and expenses contained
herein will correspond with the results actually achieved in the future because there is no assurance that actual
events will correspond with the assumptions made by the Academy. Actual operating results may be affected by
many factors, including, but not limited to, increased costs, lower than anticipated revenues (as a result of
insufficient enrollment, reduced State School Aid payments, or otherwise), employee relations, changes in taxes,
changes in applicable government regulation, changes in demographic trends, changes in elementary education
competition and changes in local or general economic conditions. Refer to “Appendix B — Forecasted Financial
Statements — June 30, 2009 Through 2013,” to review certain of the projections and to consider the various factors
that could cause actual results to differ significantly from projected results.

NO GUARANTEE CAN BE MADE THAT THE PROJECTED INFORMATION WILL CORRESPOND
WITH THE RESULTS ACTUALLY ACHIEVED IN THE FUTURE BECAUSE THERE IS NO ASSURANCE
THAT ACTUAL EVENTS WILL CORRESPOND WITH THE ASSUMPTIONS MADE BY THE
MANAGEMENT OF THE ACADEMY. ACTUAL OPERATING RESULTS MAY BE AFFECTED BY MANY
FACTORS, INCLUDING, BUT NOT LIMITED TO, INCREASED COSTS, LOWER THAN ANTICIPATED
REVENUES (AS A RESULT OF INSUFFICIENT ENROLLMENT, REDUCED STATE SCHOOL AID
PAYMENTS, OR OTHERWISE), EMPLOYEE RELATIONS, CHANGES IN TAXES, CHANGES IN
APPLICABLE GOVERNMENTAL REGULATION, CHANGES IN DEMOGRAPHIC TRENDS, CHANGES IN
EDUCATION COMPETITION AND LOCAL OR GENERAL ECONOMIC CONDITIONS.

Existing and Prospective Operations Generally

The revenues and expenses associated with the existing and prospective operations of the Academy will be
affected by future events and conditions relating generally to, among other things, demand in the Academy’s service
area for educational services, the ability of the Academy to continue to provide the kinds of facilities and
educational services desired or required by the student population, economic developments in the affected service
area, competition from existing or future facilities and providers, the ability of the Academy to maintain high
enrollment levels and the ability to continue to receive State School Aid sufficient for the payment of all related
costs of operation.

No assurances can be given that the Academy will continue to have funds for the payment of amounts due
under the Indenture, including the Academy Payments. Accordingly, the likelihood that there will be sufficient
funds to pay the principal of, premium, if any, and interest on the Bonds is dependent upon certain factors which
include, but are not limited to, (a) the continuing need of the Academy for the Facility, (b) the ability of the
Academy to obtain funds (including State School Aid) to pay obligations associated with the Bonds, (c) the
demographic conditions within the service area of the Academy, and (d) the value of the Facility and other assets of
the Academy upon foreclosure sale under the Mortgage instituted by the Trustee pursuant to the Indenture and
Mortgage and upon exercise of the remedies available under the Indenture.

Competition for Students

The Academy competes for students with other public school academies, traditional public school districts,
and private schools. There can be no assurance that the Academy will attract and retain the number of students that
are needed to produce the pledged revenues that are necessary to pay the Academy Payments. Several public school
academies, public schools and private schools are located in close proximity to the Academy. Refer to “Appendix A
— Crescent Academy — Service Area and Competing Schools,” for information regarding other schools in the
Academy’s service area and schools that compete with the Academy.
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Factors Associated with Education

There are a number of factors affecting elementary and secondary school education in general, including
the Academy, which could have an adverse effect on the Academy’s financial position and its ability to make
Academy Payments required under the Indenture. These factors include, but are not limited to, increasing costs of
compliance with federal or state regulatory laws or regulations, including, without limitation, the No Child Left
Behind Act of 2001; laws or regulations concerning environmental quality, work safety and accommodating persons
with disabilities; any unionization of the Academy’s work force with consequent impact on wage scales and
operating costs of the Academy; the ability to attract a sufficient number of students; changes in existing statutes
pertaining to the powers of the Academy and legislation or regulations which may affect program funding. The
Academy cannot assess or predict the ultimate effect of these factors on its operations or its ability to make the
Academy Payments.

Compliance with the No Child Left Behind Act of 2001

In accordance with the Federal No Child Left Behind Act of 2001 (“NCLB”), the Michigan Department of
Education identified public schools in the State of Michigan not making Adequate Yearly Progress (“AYP”) in
mathematics and/or English language arts. For information regarding the Academy’s AYP status and its State
School Improvement phase designation, see “Appendix A — Crescent Academy — Academic Performance.”

The No Child Left Behind Act strengthens requirements for state assessments, accountability systems, and
support for school improvement. The law also establishes minimum qualifications for teachers and
paraprofessionals. Failure of the Academy to meet the requirements of NCLB may have a material adverse effect on
the Academy and its ability to make Academy Payments.

Performance by Management Company

The Academy has entered into a services agreement with CS Partners, LLC and CSP Management
(collectively “CS Partners”), for certain business and educational services (the “Management Agreement”).
Founded in 2004, CS currently provides services to eight (8) public school academies in Michigan. No assurances
can be made that CS Partners will continue to operate school facilities or remain financially able to perform its
obligations under the Management Agreement. If CS Partners fails to perform its management duties properly, it
could adversely affect the Academy’s ability to attract students and could materially adversely affect its ability to
generate sufficient revenues to make the Academy Payments. If CS Partners ceases to serve in its capacity, the
Academy’s ability to continue its operations would in large part be dependent upon the Academy’s ability to
operate, manage and maintain the Facility itself or to contract with another company competent to operate, manage,
and maintain the Facility. Its failure to do so would materially adversely affect the Academy’s ability to make the
Academy Payments. The Management Agreement is on file with the Trustee and is currently set to expire June 30,
2012. See “Appendix A — Crescent Academy — Educational Service Provider.”

Future Need for the Facility

Changes of economic, social or other conditions could affect demographics of the Academy and reduce the
Academy’s ability, need or willingness to utilize the Facility. The Academy is not legally prohibited from
constructing additional facilities at any time. Changes in future needs may have an adverse effect upon the
willingness and ability of the Academy to budget money to continue the Facility or make Academy Payments under
the Indenture.

Collateral Insufficiency

In the event of a default under the Indenture or the Financing Agreement, the indebtedness thereunder may
be accelerated and the Mortgage foreclosed by the Trustee.

A potential purchaser of the Bonds should not assume that it will be possible to obtain proceeds from the
foreclosure of the Mortgage and the sale of the Facility or from the sale of personal property secured by the
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Mortgage after a foreclosure of the Mortgage, for an amount equal to the aggregate principal amount of the Bonds
then outstanding plus accrued interest thereon. Such risks include environmental matters, fire and other casualty,
condemnation, increased taxes, changes in demand for the facilities, decline in local and general economic
conditions and changing governmental regulations. If the Facility is sold pursuant to a foreclosure sale under the
Mortgage (and there is no assurance that there would be any purchaser upon a foreclosure sale) for an amount less
than the aggregate principal amount of and accrued interest on the Bonds, such partial payment may be the only
payment to the Bondholders; upon such partial payment, no holder of any Bond shall have any further claim for
payment from the Trustee, other than claims arising from the Academy’s general obligation pledge.

Inability to Liquidate or Delay in Liquidating the Facility

An event of default that has occurred and is continuing gives the Trustee the right of possession of, and the
right to sell, the Facility pursuant to a foreclosure sale under the Mortgage. The Facility is intended to be used for
the public school purposes of the Academy. Because of such use, a potential purchaser of the Bonds should not
anticipate that a sale of the Facility could be accomplished rapidly, or at all. Any sale of the Facility would require
compliance with the laws of the State of Michigan. Such compliance may be difficult, time-consuming and/or
expensive. Any delays in the ability of the Trustee to foreclose on the Mortgage would result in delays in the
payment of the Bonds.

The Facility was specifically renovated for use as a school facility and may not be readily adaptable to
other uses. As a result, in the event of a sale of the Facility, the number of uses that could be made of the property,
and the number of entities that would be interested in purchasing the Facility, could be limited, and the sale price
would be thus affected. The location of the Facility may also limit the number of potential purchasers. The ability
of the Trustee to sell the Facility to third parties, thereby liquidating the investment, would be limited as a result of
the nature of the Facility. For these reasons no assurance can be made that the amount realized upon any sale of the
Facility will be fully sufficient to pay and discharge the Bonds. In particular, there can be no representation that the
amount of refunding proceeds allocated to the Facility constitutes a realizable amount upon any forced sale thereof.
In the event the Trustee takes possession of the Facility, the Facility may be subject to real estate taxation.

Damage or Destruction of the Facility

The Indenture requires that the Facility be insured against certain risks in certain amounts. There can be no
assurance that the amount of insurance required to be obtained will be adequate or that the cause of any damage or
destruction will be as a result of a risk. Further, there can be no assurance of the creditworthiness of the insurance
companies from which the Academy will obtain the required insurance policies.

Value of Property May Fluctuate

The value of the Facility at any given time will be directly affected by market and financial conditions
which are not in the control of the parties involved in the transaction. Real property values can fluctuate
substantially depending in large part on the state of the economy. There is nothing associated with the Academy’s
property which would suggest that its value would remain stable or would increase if the general values of property
in the community were to decline. Furthermore, as a limited use building, any remedy exercised by the Trustee
under the Mortgage could be expensive and time consuming, see “Inability to Liquidate or Delay in Liquidating the
Facility” herein.
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Key Management

The creation of, and the philosophy of teaching in, public school academies such as the Academy may
reflect the vision and commitment of a few key persons who are on the Board of Trustees and/or who make up the
upper management of the Academy (“Key Members/Managers”). Loss of such Key Members/Managers could
adversely affect the Academy’s operations or financial results. It is anticipated that over time that public school
academies will become less dependent upon the Key Members/Managers. However, there can be no assurance that
this will occur.

Resale of Bonds/Lack of Secondary Market
There can be no assurance that there will be a secondary market for the Bonds.
Enforceability of Remedies; Bankruptcy

Remedies provided for in the Indenture, the Mortgage, and the Indenture may be unenforceable as a result
of the application of principles of equity or of state and federal laws relating to bankruptcy, other forms of debtor
relief, and creditors’ rights generally. Furthermore, it is not certain whether a court would permit the exercise of the
remedies of repossession and sale or leasing with respect thereto. The enforcement of any remedies provided in the
Indenture, the Mortgage and the Indenture could prove both expensive and time consuming.

Bankruptcy proceedings by the Academy also could have adverse effects on holders of the Bonds,
including (a) delay in enforcement of their remedies, (b) subordination of their claims to claims of those
supplying goods and services to the Academy after the initiation of bankruptcy proceedings and to the
administrative expenses of bankruptcy proceedings, and (¢) imposition without their consent of a plan of
reorganization reducing or delaying payment of the Bonds. The United States Bankruptcy Code contains
provisions intended to ensure that, in any plan of reorganization not accepted by at least a majority of any
class of creditors such as the holders of the Bonds, such class of creditors will have the benefit of their original
claim or the “indubitable equivalent” of it, although the plan may not provide for payment in full of the
Bonds. The effect of these and other provisions of the United States Bankruptcy Code cannot be predicted
and may be affected significantly by judicial interpretation.

Determination of Taxability

If a Determination of Taxability (as defined in the Indenture) were to occur, the Bonds would be subject to
mandatory redemption, as a whole and not in part, at a redemption price equal to 100% of the principal amount
thereof plus accrued interest to the redemption date, on the earliest practicable date for which notice can be given
following such determination. No assurance can be made that under these circumstances, the Academy would
possess the ability to make the required payments.

Factors Associated with the Academy’s Operations

There are a number of factors affecting schools in general that could have an adverse effect on the
Academy’s financial position and ability to make the debt service payments required under the Indenture. These
factors include, but are not limited to, increasing costs of compliance with federal or State regulatory laws or
regulations, including, without limitation, laws or regulations concerning environmental quality, work safety and
accommodation of persons with disabilities; any unionization of the Academy’s workforce with consequent impact
on wage scales and operating costs of the Academy; the ability to attract a sufficient number of students; changes in
existing statutes pertaining to the powers of the Academy and disruption of the Academy’s operations by real or
perceived threats against the school, its staff members or students. The Academy cannot assess or predict the
ultimate effect of these factors on its operations or financial results of its operations or on its ability to make debt
service payments with respect to the Bonds.
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TAX MATTERS
General

In the opinion of Varnum, Riddering, Schmidt & Howlett, LLP, Bond Counsel, and the Attorney General
of the State of Michigan, based on their examination of the documents described in their opinions and assuming the
accuracy of the representations of the Academy in such documents and the compliance by the Academy with the
provisions of those documents, under existing law as presently interpreted, the interest on the Bonds (a) is excluded
from gross income for federal income tax purposes, and (b) is not an item of tax preference for purposes of the
federal alternative minimum tax imposed on individuals and corporations. It should be noted, however, that with
respect to corporations (as defined for federal income tax purposes), such interest is taken into account in
determining adjusted current earnings for the purpose of computing the alternative minimum tax imposed on such
corporations. The opinion set forth in clause (a) above is subject to the condition that the Academy comply with all
requirements of the Internal Revenue Code of 1986, as amended, and all rules and regulations promulgated
thereunder (the "Code"), that must be satisfied subsequent to the issuance of the Bonds in order that interest thereon
be (or continue to be) excluded from gross income for federal income tax purposes. These requirements include
rebating certain earnings to the United States. Failure to comply with such requirements could cause the interest on
the Bonds to be included in gross income retroactive to the date of issuance of the Bonds. The Academy has
covenanted to comply with all such requirements to the extent permitted by law. Bond Counsel will express no
opinion regarding other federal tax consequences arising with respect to the Bonds and the interest thereon.

There are additional federal tax consequences relative to the Bonds and the interest thereon. The following
is a general description of some of these consequences, but is not intended to be complete or exhaustive, and
investors should consult with their tax advisors with respect to these matters. Prospective purchasers of the Bonds
should be aware that: (a) tax-exempt interest, including interest on the Bonds, is included in the calculation of
modified adjusted gross income required to determine the taxability of social security or railroad retirement benefits;
(b) the receipt of tax-exempt interest, including interest on the Bonds, by life insurance companies may affect the
federal income tax liabilities of such companies; (c) the amount of certain loss deductions otherwise allowable to
property and casualty insurance companies will be reduced (in certain instances below zero) by 15% of, among
other things, tax-exempt interest, including interest on the Bonds; (d) interest incurred or continued to purchase or
carry the Bonds may not be deducted in determining federal income tax; (¢) commercial banks, thrift institutions and
other financial institutions may not deduct their costs of carrying certain obligations such as the Bonds; (f) interest
on the Bonds will be included in effectively connected earnings and profits for purposes of computing the branch
profits tax on certain foreign corporations doing business in the United States; and (g) passive investment income
including interest on the Bonds, may be subject to federal income taxation for S Corporations that have Subchapter
C earnings and profits at the close of the taxable year if greater than 25% of the gross receipts of such S
Corporations is passive investment income.

Bond Counsel and the Attorney General of the State of Michigan are further of the opinion that, under
existing law as presently interpreted, the Bonds and the interest thereon are exempt from all taxation presently in
effect in the State of Michigan, except estate taxes and taxes on gains realized from the sale, payment or other
disposition thereof.

INVESTORS SHOULD CONSULT WITH THEIR TAX ADVISORS AS TO THE TAX
CONSEQUENCES OF THEIR ACQUISITION, HOLDING OR DISPOSITION OF THE BONDS AND THE TAX
CONSEQUENCES.

Future Developments

No assurance can be given that any future legislation or clarifications or amendments to the Code, if
enacted into law, will not contain proposals which could cause the interest on the Bonds to be subject directly or
indirectly to federal or State of Michigan income taxation adversely affect the market price or marketability of the
Bonds, or otherwise prevent the Registered Owners from realizing the full current benefit of the status of the interest
thereon. Further, no assurance can be given that any such future legislation, or any actions of the Internal Revenue
Service, including but not limited to selection of the Bonds for audit examination, or the audit process or result of
any examination of the Bonds, or other bonds which present similar tax issues, will not adversely affect the market
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price or marketability of the Bonds, or otherwise prevent bondholders from realizing the full, current benefit of the
status of the interest thereon.

It is to be understood that the rights of the holders of the Bonds and the enforceability thereof may be
subject to bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors' rights
heretofore or hereafter enacted to the extent constitutionally applicable and that their enforcement may also be
subject to the exercise of judicial discretion in appropriate cases.

THE OPINIONS EXPRESSED BY BOND COUNSEL AND THE ATTORNEY GENERAL OF THE
STATE OF MICHIGAN ARE BASED UPON EXISTING LEGISLATION AS OF THE DATE OF ISSUANCE
AND DELIVERY OF THE BONDS AND BOND COUNSEL AND THE ATTORNEY GENERAL OF THE
STATE OF MICHIGAN HAVE EXPRESSED NO OPINION AS OF ANY DATE SUBSEQUENT THERETO OR
WITH RESPECT TO ANY PENDING LEGISLATION. INVESTORS SHOULD CONSULT WITH THEIR TAX
ADVISORS AS TO THE TAX CONSEQUENCES OF THEIR ACQUISITION, HOLDING OR DISPOSITION
OF THE BONDS AND THE TAX CONSEQUENCES.

APPROVAL OF LEGAL PROCEEDINGS

Legal matters incident to the authorization, issuance and sale by the Issuer of the Bonds and with regard to
the tax-exempt status thereof, will be passed upon by Bond Counsel and the Attorney General of the State of
Michigan. Copies of the approving opinion of Bond Counsel and of the Attorney General in the forms attached as
Appendices G and H hereto, will be available at the time of the delivery of the Bonds. Certain legal matters will be
passed upon for the Academy by Clark Hill PLC, Birmingham, Michigan. Certain legal matters will be passed upon
for the Placement Agent by Dickinson Wright PLLC, Bloomfield Hills, Michigan.

BEST EFFORTS PRIVATE PLACEMENT

The Bonds are being purchased by the Institutional Investors pursuant to a placement agreement at
negotiated prices. The Placement Agent has agreed to use its best efforts to place the Bonds with the Institutional
Investors for the price of par, subject to the terms of such placement agreement. The Placement Agent's
compensation shall be $80,000. The obligation of the Institutional Investors to accept delivery of the Bonds is
subject to various conditions contained in the placement agreement. The placement agreement provides that the
Placement Agent will place all of the Bonds if any are placed and requires the Academy to indemnify the Issuer and
the Placement Agent against losses, claims, damages and liabilities arising out of any statements or information
contained in the Limited Offering Memorandum pertaining to the Academy and certain other matters that are
incorrect in any material respect. Neither the Attorney General nor Varnum, Riddering, Schmidt & Howlett, LLP,
will express any opinion concerning the investment quality of the Bonds, or the accuracy, completeness or
sufficiency of any offering material relative to the Bonds.

LITIGATION

There is no litigation of any nature pending or threatened against the Academy to restrain or enjoin the
issuance, sale, execution, or delivery of the Bonds or the application of the proceeds thereof toward the refunding of
a portion of the Prior Obligations, or in any way contesting or affecting the validity of the Bonds or any proceedings
of the Academy taken with respect to the issuance or sale thereof, or the pledge or application of any monies or
security for the Bonds or the existence or powers of the Academy. It is expected, however, that the Institutional
Investors will pursue remedies against third parties (each a "Third—Party Litigant") to compensate the Institutional
Investors for losses relating to the Prior Obligations and the Transaction. THERE CAN BE NO ASSURANCE
THAT SUCH THIRD PARTIES WILL NOT ASSERT CLAIMS AGAINST THE ACADEMY AND JOIN IT AS
A PARTY OR FILE SUIT AGAINST THE ACADEMY DIRECTLY.

There is no litigation pending or, to the knowledge of the Academy, threatened against the Academy,
wherein an unfavorable decision would adversely affect the ability of the Academy to carry out its obligations under
the Financing Agreement or the Indenture or would have a material adverse impact on the financial position of the
Academy. HOWEVER, THERE CAN BE NO ASSURANCE THAT A THIRD-PARTY LITIGANT WILL NOT
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INSTITUTE LITIGATION IN THE FUTURE THAT, IF SUCCESSFUL, COULD HAVE AN ADVERSE
IMPACT ON THE ACADEMY'S ABILITY TO CARRY OUT ITS OBLIGATIONS UNDER THE FINANCING
AGREEMENT OR THE MUNICIPAL OBLIGATION OR WOULD HAVE A MATERIAL ADVERSE IMPACT
ON THE FINANCIAL POSITION OF THE ACADEMY.

CONTINUING DISCLOSURE REQUIREMENTS

The Bonds will be issued in denominations of $100,000 and any integral multiple of $2,500 in excess
thereof and are being offered only to the Institutional Investors each of whom will represent that it (i) has such
knowledge and experience in financial and business matters that it is capable of evaluating the merits and risks of
the prospective investment and (ii) is not purchasing for more than one account or with a view to distributing or
reselling the Bonds. Accordingly, the Bonds are exempt form the continuing disclosure requirements of Rule 15¢2-
12 adopted by the Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended
(the “Continuing Disclosure Rule”). However, the Academy has agreed to execute and deliver a Continuing
Disclosure Agreement (the “Continuing Disclosure Agreement”), with respect to the Bonds. The Continuing
Disclosure Agreement is made for the benefit of the registered and Beneficial Owners (as defined in the Continuing
Disclosure Agreement) of the Bonds. See “Appendix I — Form of Continuing Disclosure Agreement.”

Pursuant to the Continuing Disclosure Agreement, the Academy will agree to provide, or cause to be
provided, annually to designated information repositories certain quantitative financial information and operating
data of the type specified in the Continuing Disclosure Agreement (the “Annual Report™); and to provide in a timely
manner to designated information repositories notice of the occurrence of certain events, if material (within the
meaning of the Continuing Disclosure Rule), and of any failure to provide the Annual Report when due. The
Continuing Disclosure Agreement does not require that information be provided to Registered Owners or Beneficial
Owners of the Bonds, but rather requires only that such information be provided to certain information repositories.
The Academy has never failed to comply in all material respects with any previous undertaking with regard to the
Rule to provide financial information and data, operating data or material events.

If the Academy were required to comply with the Continuing Disclosure Rule, a failure by the Academy to
comply with the undertaking must be reported by the Academy in accordance with the Continuing Disclosure Rule
and must be considered by a broker, dealer or municipal securities dealer before recommending the purchase or sale
of the Bonds in the secondary market. Consequently, such failure may adversely affect the marketability and
liquidity of the Bonds and the market price therefor.

BONDS NOT A DEBT OF STATE

The Bonds will not constitute or create any debt or debts, liability or liabilities on behalf of the State or any
political subdivision thereof, other than a limited obligation of the Issuer, nor a loan of the credit of the State or a
pledge of the faith and credit of the State or of any such political subdivision, but will be payable solely from the
funds provided therefor. The issuance of Bonds under the Indenture will not directly, indirectly or contingently
obligate the State of Michigan, the Issuer, or any political subdivision thereof to levy or to pledge any form of
taxation whatever therefor, or to make any appropriation for their payment. The Issuer has no taxing power.

LEGALITY FOR INVESTMENT

Subject to any applicable federal requirements or limitations, the Bonds, in the State of Michigan, are
securities in which all insurance companies, banks, trust companies, savings banks and savings associations, savings
and loan associations, investment companies, all administrators, guardians, executors, trustees and other fiduciaries,
and all other persons whatsoever who are authorized to invest in bonds or other obligations of the State, may
properly and legally invest funds, including capital, in their control or belonging to them.

FINANCIAL STATEMENTS

The financial statements of the Academy, as of and for the year ended June 30, 2005, June 30, 2006 and
June 30, 2007, included in this Limited Offering Memorandum have been audited by Darnell & Meyering, P.C., to
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the extent and for the periods indicated in their report thereon. The Academy requested that Darnell & Meyering,
P.C. consent to the inclusion of its report for each such year in this Limited Offering Memorandum, but Darnell &
Meyering, P.C. declined to do so. Notwithstanding the foregoing, the Academy is not aware of any facts that would
make the audited financial statements misleading. The Academy has recently hired a new auditing firm, Croskey,
Lanni & Company, Inc., to complete its audit for the fiscal year ending June 30, 2008.

MISCELLANEOUS

The Bonds are intended to be exempt securities under the Securities Act of 1933, as amended (the “1933
Act”), and the offer, sale and delivery of the Bonds does not require registration under the 1933 Act or qualification
of the Indenture under the Trust Indenture Act of 1939. The Academy has agreed that, during the course of the
transaction and prior to the sale of the Bonds, potential investors may ask questions of and receive answers from its
representatives concerning the terms and conditions of the offering and that potential investors may obtain from it
any additional information necessary to verify the accuracy of the information furnished, in each case to the extent it
possesses such information or can acquire it without unreasonable effort or expense. Any request for information
may be directed to the Placement Agent.

The Academy has furnished the information herein relating to itself. The Issuer has furnished the
information herein relating to itself. The Placement Agent has furnished the information in this Limited Offering
Memorandum with respect to the offering prices of the Bonds and the information under the caption "Best Efforts
Private Placement."

All quotations from, and summaries and explanations of, the Indenture and other documents referred to
herein do not purport to be complete, and reference is made to said documents for full and complete statements of
their provisions. All references herein to the Bonds are qualified by the definitive forms thereof and the information
with respect thereto contained in the Indenture. This Limited Offering Memorandum shall not be construed as
constituting an agreement with purchasers of the Bonds. The cover page, introductory statement and the attached
Appendices are part of this Limited Offering Memorandum. All information contained in this Limited Offering
Memorandum, including the Appendices, is subject to change and/or correction without notice and neither the
delivery of this Limited Offering Memorandum nor any sale made hereunder creates any implication that the
information contained herein is complete or accurate in its entirety as of any date after the date hereof.

ANY STATEMENTS MADE IN THIS LIMITED OFFERING MEMORANDUM INVOLVING
MATTERS OF OPINION OR ASSUMPTIONS OR ESTIMATES, WHETHER OR NOT SO EXPRESSLY
STATED, ARE SET FORTH AS SUCH AND NOT AS REPRESENTATIONS OF FACT AND NO
REPRESENTATION IS MADE THAT ANY OF THE ESTIMATES OR ASSUMPTIONS WILL BE REALIZED.
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APPENDIX A
CRESCENT ACADEMY
General

Crescent Academy (the "Academy") is a public school academy and governmental agency of the State of
Michigan, organized pursuant to Part 6A of Act No. 451 of the Public Acts of 1976, Michigan Complied Laws
("M.C.L."), Section 380.501 et. seq. (the "Revised School Code") and the Michigan Nonprofit Corporation Act, Act
No. 162 of the Public Acts of 1982, M.C.L. Section 450.2101 et. seq.

The Academy is governed by a volunteer Board of Directors and operates under a charter contract (the
"Charter") with the Bay Mills Community College Board of Regents ("BMCC Board"), its authorizing body. The
Charter has an initial eight-year term expiring June 30, 2012, unless sooner terminated in accordance with the terms
of the Charter (see discussion below under the caption "THE CHARTER AGREEMENT").

The Academy began operations as a public school academy in 2003 (2003/2004) enrolling 191 students and
offering grades Kindergarten through Sixth with the intention of adding one grade each successive year. In 2004,
the Academy added grade 7 and reconfigured the existing building to enroll 214 students. The Academy currently
offers grades Kindergarten through Eighth and projects total enrollment for the 2008-2009 school year at 325
students. (See “Table 1 — Historical and Projected September Enrollment”).

The Academy's students are primarily disadvantaged economically in terms of socio-economic background
and educational needs. The Academy is located in Southfield, Michigan (Oakland County), a fully developed inner-
ring middle-class suburb of Detroit. While the Academy attracts some students from its home community, it also
draws 90% of its students from Detroit, Oak Park, Roseville, Royal Oak, Canton, Pontiac, Bloomfield, and
Farmington Hills. In addition, while it has many high achieving students, the Academy also serves a student
population of 6.58% whom qualify for special education services.

Crescent Academy Administration

The Academy has contracted with CS Partners, LLC and CSP Management Inc. (collectively,
"CS Partners") to provide full management services to the Academy. CS Partners will employ 23 full time teachers
and 6 assistants for the 2008-09 school year at the Academy (see discussion below under the caption
"EDUCATIONAL SERVICES PROVIDER").

Cherise Cupidore is the Director of the Academy. Ms. Cupidore joined the Academy in 2006 as the
Academy's middle school administrator after more than twelve years experience as a school administrator and
executive. Immediately prior to joining the Academy, Ms. Cupidore directed programs for Marygrove College and
worked as Regional Vice-President for Imagine Schools. Ms. Cupidore holds a Bachelor's degree in Sociology from
DePaul University, a Master's degree in Educational Administration from Michigan State University, and is a Ph.D.
candidate at Walden University.

Marlon Glenn is the Assistant Principal of the Academy. Mr. Glenn joined the Academy in 2007. Prior to
joining the Academy, Mr. Glenn worked for ten years as an elementary education mathematics teacher, most
recently at Old Redford Academy Middle School, and served for one year (2005-2006) as the Dean of Students of
Old Redford Academy Middle School. Mr. Glenn holds a Bachelor’s degree in Food Systems Economics and
Management from Michigan State University and is currently pursuing a Master’s degree in Education at Marygrove
College.

MISSION STATEMENT

All children can learn and it is through education that they acquire the foundation for success in our
knowledge-based society. The mission of Crescent Academy will be to develop this foundation by offering an
educational setting that nurtures in each student a deep and abiding curiosity as a prerequisite for sustained learning
across a lifetime.

! Information included in Appendix A of this Official Statement was obtained from the Academy unless otherwise noted.



CURRICULUM

The K-8 educational program is designed to provide students with the literacy and numeracy skills to
ensure success in any secondary program. The Academy places particular emphasis on Language Arts and
Mathematics instruction, along with direct Technology instruction at all grade levels. The academic curriculum is
content-rich, with strong text and resource support. In addition, the Academy stresses the development of essential
life and social skills.

In general, instructional strategies are teacher—centered, delivered in traditional classroom settings. The
intent is to provide students with a structured environment to encourage the development of the self—discipline that
will help them to make sound educational and social choices. The Academy targets class size at not more than 24
students to adequately address the individual needs of its diverse student population, although some classrooms
cannot accommodate more than 15 students. See Table 1 — “Classroom Capacity” below.

The Language Arts curriculum has been developed for use in conjunction with the Scott Foresman series.
This is a research-based program which integrates the instruction of all of the Language Arts. Student performance
objectives are aligned with grade-specific Michigan Curriculum Framework ("MCF") benchmarks, and will fully
reflect grade level content expectations (“GLCEs”). Ability-based groupings will permit extended learning
opportunities for struggling students and enrichment opportunities for accelerated learners.

The Mathematics program follows a classic format, emphasizing direct instruction with ample opportunity
for review to reinforce basic skills. Instruction at all grade levels will be supported by student activities using math
manipulatives. These activities will facilitate the transition from the concrete understanding of concepts to their
symbolic representations. Curriculum objectives are fully aligned with grade-specific math benchmarks, and will
include all GLCEs for Mathematics.

The Science curriculum is content-rich, recognizing the importance of a coherent body of knowledge as the
basis for learning the scientific method. Teacher-centered lessons will be supported by science activities that will
permit students to make observations, and collect and analyze data. Science performance objectives are fully
aligned with grade-specific MCF benchmarks, and will reflect Science GLCEs when these become available.

The curriculum for Social Studies has been constructed along classic lines, introducing the students to the
physical and cultural environment in a concentric pattern (family, community, regions, etc.). At each level, students
will receive instruction in all four areas of Social Studies (history, geography, civics and economics), including
objectives that address the Core Democratic Values. Recommended grade-level MCF benchmarks are met at all
levels, and the curriculum will incorporate GLCEs for Social Studies when they are available.

In addition to the four core subject areas, students receive approximately one hour of instruction per week
in each of the following: Physical Education, Music, Art and Technology.

The Academy is fully aware of its responsibility to equip students with the technological skills that will
prepare them for the future. Consequently, students are afforded opportunities for both direct technology instruction
and the integration of technology into the academic instructional process. The Academy provides a fully equipped
computer lab, with Internet access, and students receive approximately one hour of direct technology instruction per
week. The Technology curriculum has been aligned with Michigan Department of Education standards. In
addition, each classroom is equipped with at least two desktop computers, which students may use for Internet
research and word processing to complete assignments, as well as for assessment and remedial instruction. The
Science curriculum has been designed to incorporate instruction in specific applications of scientific principles to a
variety of technologies, including computers and electronics.

Student achievement is measured through a wide variety of assessments, used in conjunction with formal
testing, to which the Academy remains committed. (See “Academic Performance” below).

Aggregate standardized test scores are compared year to year to evaluate student progress. Furthermore,
point— to—point progress for individual students is measured.

The Academy provides full Special Education Services for students.



THE CHARTER AGREEMENT

The Academy operates under a charter contract (the "Charter") with the Bay Mills Community College
Board of Regents (the "BMCC Board " or the "Authorizing Body"). As the Academy's authorizing body, the
BMCC Board is responsible for overseeing the Academy in complying with its Charter and with applicable state and
federal laws pertaining to Michigan public school academies. The BMCC Board receives 3% of the Academy's
state aid funds for providing such oversight and acting as the Academy's fiscal agent. As a matter of Michigan law,
decisions to renew or not renew the Academy's Charter are in the sole discretion of the BMCC Board. The
Academy's Charter may be terminated, suspended or revoked by the BMCC Board at any time prior to the
expiration of the Charter term. On September 23, 1997, the Attorney General of Michigan issued a formal opinion
that an authorizing body's decision to revoke a charter or decline to renew a charter for the operation of a public
school academy is not subject to judicial review under State law.

Under the terms and conditions of the Charter, the Charter may be revoked by the BMCC Board at
any time, for any reason. Unless otherwise agreed to by the BMCC Board and the Academy Board (as defined
below), the Charter would terminate at the end of the school year in which the Charter is terminated.

Under the terms and conditions of the Charter, the Charter may also be revoked by the BMCC Board,
upon a determination by the BMCC Board that one or more of the following statutory grounds for revocation have
occurred:

a) Failure of the Academy to abide by and meet the educational goals set forth in the Charter; or

b) Failure of the Academy to comply with all state and federal law applicable to public school
academies ("Applicable Law"); or

¢) Failure of the Academy to meet generally accepted public sector accounting principles; or
d) The existence of one or more other grounds for revocation as specified in the Charter.

In addition to the statutory grounds for revocation set forth above, the BMCC Board may also revoke the
Charter, pursuant to procedures set forth in the Charter, upon a determination by the BMCC Board that one or more
of the following has occurred:

a) The Academy is insolvent, has been adjudged bankrupt, or has operated for two or more school
fiscal years with a fund balance deficit;

b) The Academy has insufficient enrollment to successfully operate a public school academy, or the
Academy has lost more than 50% of its student enrollment from the previous school year;

c¢) The Academy defaults in any of the terms, conditions, promises or representations contained in or
incorporated into the Charter;

d) The Academy files amendments to its Articles of Incorporation with the Michigan Department of
Labor and Economic Growth, Bureau of Commercial Services without first obtaining BMCC
Charter School Office approval;

e) The BMCC Charter Schools Office Director discovers grossly negligent, fraudulent or criminal
conduct by the Academy's applicant(s), directors, officers, employees or agents in relation to their
performance under the Charter; or

f) The Academy's applicant(s), directors, officers, employees or agents have provided false or
misleading information or documentation to the BMCC Charter Schools Office in connection with
the BMCC Board's approval of the Charter application, the issuance of the Charter, or the
Academy's reporting requirements under the Charter or applicable law.

The Charter also provides that the BMCC Board may immediately suspend the Charter, pending
completion of procedures set forth in the Charter pertaining to revocation of the Charter, if the BMCC Charter
Schools Office Director determines that probable cause exists to believe that the Academy:

a) Has placed staff or students at risk;
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b) Is not properly exercising its fiduciary obligations to protect and preserve the Academy's public
funds and property;

¢) Has lost its right to occupancy of the physical facility for the Academy and cannot find another
suitable physical facility for the Academy prior to the expiration or termination of its right to
occupy its existing physical facilities;

d) Has failed to secure or lost the necessary fire, health and safety approvals as required by the
Charter;

e) Has willfully or intentionally violated the Charter or Applicable Law; or

f) Has violated the requirements described in (e) and (f) of the section immediately above
(regarding revocation).

The Charter provides procedures pursuant to which the Charter may be revoked by the BMCC Board.
Those procedures require the BMCC Charter School Office to issue a notice of intent to revoke notifying the
Academy of the BMCC Charter School Office's reasonable belief of grounds for revocation. The Academy Board
has 30 days to respond in writing, and must include a plan for correcting any admitted non-compliance. Within 15
days of receipt of the Academy Board’s response, BMCC Charter School Office formulates its own plan of
correction, and in so doing may adopt, modify or reject some or the entire plan proposed in the Academy Board’s
response. The revocation proceedings are closed if (i) the Academy Board’s denial of non-compliance is persuasive,
(i1) the non-compliance has been corrected by the Academy Board, or (iii) the Academy has successfully completed
the plan of correction. BMCC Charter School Office Director may initiate a revocation hearing before a BMCC
Charter Schools Hearing Panel (the "Hearing Panel") if none of these conditions are met, or if the BMCC Charter
Schools Office determines that a plan of correction cannot be formulated, or if the Academy has been issued
multiple or repeated notices of intent to revoke. The Hearing Panel convenes within 30 days after the hearing and
makes a recommendation concerning revocation, which is submitted to the BMCC Board. The BMCC Board may
approve, reject or modify all or any part of the Hearing Panel's recommendation. If the BMCC Board votes to
revoke the Charter, the revocation may be immediately effective, and there is no appeal process provided. The
BMCC Charter Schools Office Director may also immediately suspend the Charter (upon a determination that one
of the grounds set forth above exists) pending completion of the revocation procedures described above. In addition,
the Hearing Panel may immediately convene a revocation hearing in accordance with the above described
procedures and has the authority to accelerate the time line for revoking the Charter with five (5) day not